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THE COMPARATIVE YIELD ON TRADE AND PUBLIC 
SERVICE INVESTMENT 


What constitutes a fair return upon capital invested in a busi- 
ness enterprise? Recent efforts of the Interstate Commerce Com- 
mission and of the various state public service commissions to reg- 
ulate rates (or more truly to regulate profits) have made this a 
vital question. Broadly, the answer is given that such rate of 
return must be allowed as will attract capital in sufficient volume 
to develop and maintain the particular industry. As a statement 
of a ruling principle this is doubtless correct, but it is not a prac- 
tical answer for, What is the fair rate of return that will attract 
capital to the industry? It does, however, suggest the funda- 
mental truth that the investor has a right of selection and is there- 
fore the final regulator; and, though for those who have already 
invested the choice has been exercised, the effect of regulation on 
the potential future investor is a question of paramount importance 
to the public. 

The saving to the public which might result from reducing the 
limit of return on capital already invested in public utilities by, 
say, one or two per cent, considered by itself, is doubtless a notable 
sum, but it is insignificant if considered, as it should be, in relation 
to the value of attracting and inspiring with confidence the enor- 
mous further capital which requires yet to be invested in the ex- 
tension of the facilities now established and the development of new 
ones if this country is to attain its full development and prosperity. 
So not only justice but self interest dictates that the public should 
not restrict capital already invested to a rate of return too smal! 
to attract new capital. 

Eventually, if rate regulation is applied consistently, experi- 
ence will indicate with some measure of accuracy the rates that 
are adequate to attract capital to railroad and other public ser- 
vice securities. In the meantime, however, ,there is pretty sure 
to be much groping around with consequent damage to the public 
as well as to the investor. Evidence is not lacking that many 
investors are inclined, for the time being at least, to allow the 
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in the form of corporation annual report or of prospectus issued 
in the flotation of securities, they show with remarkable uniform- 
ity, a rate of return in excess of the maximum yet allowed in any 
representative case by any commission in determining rates. 

It is true even of our national banks, than which no line of busi- 
ness is perhaps rightfully regarded as more safe. The Comptroller 
of the Currency reports that the net earnings upon the capital and 
surplus of all the national banks averaged 8.64 per cent for the 
forty-five years ending June 30, 1914. In only two of the last 
seven years of this period have the earnings ranged below this gen- 
eral average, and then but slightly, while the average for the seven 
years is 8.98 per cent. It will be observed that this rate of earn- 
ings is upon the surplus as well as upon the capital and if it is 
objected that bank surpluses are frequently understated and that 
secret reserves commonly exist, it is sufficient to say in reply that 
in so far as this may be true, the profits must have been under- 
stated by an equal amount and therefore the rate of earnings 
stated by the Comptroller of the Currency should, if anything, be 
increased. 

In an effort to supplement the meager data obtainable from 
published records, I have made a study of a number of audit re- 
ports prepared by my firm with a view to determining in each case, 
so far as could be done, the investment exclusive of intangible 
assets of the character above mentioned, the return, and the re 
sulting rate. The reports were selected purely at random from 
our files excluding only those upon enterprises subject to regula- 
tion or otherwise outside the field of inquiry, such as reports upon 
governmental bodies, charitable institutions and the like. It was 
necessary to discard a considerable proportion of the reports se- 
lected for examination principally because of their failure to dis- 
close the measure of the intangible values included among the 
assets. This process of elimination, however, left 158 reports 
showing the amount of the investment and the profits, after pay- 
ment of operating and management expenses, earned by enter- 
prises engaged in a wide range of business activities and scattered 
throughout the United States. The contents of individual reports 
and the identity of the clients must, of course, be withheld, but 
certain group generalizations can he made without violation of 

professional confidence; and I trus¢ they will throw some light 
upon the return earned by capital invested in lines of business 
open to competition but not subject to governmental regulation 
of rates or earnings. 
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In 117 cases 8 per cent or more was earned 
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‘here appears to be a widespread belief that large corporations 
have crowded the small business man if not to the wall at least to 
the point where he finds increasing difficulty in making an adequate 
profit. Many intelligent persons sincerely believe this to be true 
and are deeply disturbed thereby. It is interesting and perhaps 
not without significance to find from the reports now being con- 
sidered that fifty-nine of them relate to enterprises each having 
an investment of $1,000,000 or more and having an aggregate 
investment of $379,511,380 upon which the earnings amounted to 
$51,317,952 or 13.52 per cent. Only one of these concerns failed 
to earn any profits and its loss for the year was only a fraction 
over 1 per cent upon the investment of $1,200,000, so that its 
bearing upon the general average is unimportant. Twenty-five 
reports relate to businesses having an investment of $100,000 or 
less and may therefore be taken as indicating so far as they may 
go the situation of the so-called small business man. The total 
investment in these twenty-five cases was $1,156,827, while the 
profits are found to be no less than $324,114 or 28.02 per cent. 
Another compilation shows that the average return upon the in- 
vestments of $500,000 or less was 16.67 per cent. The smallest 
investment shown by any of the reports is that of a retail store 
employing a capital of $9,250, upon which for the year 1913 it 
earned 34.27 per cent. The highest rate of return in the group is 
found in a little establishment having an investment of $13,000, 
while the second in rank employed slightly less than $51,000. Of 
the ten instances mentioned above as having earned over 40 per 
cent each, five had an investment of less than $60,000 and all but 
two were below $200,000. 

In determining the profits of a small business, the question of 
management salaries is relatively more important than in a large 
one and the thought may arise that a sufficient allowance for this 
expense might perhaps reduce largely the profits shown for the 
smaller enterprises. To this suggestion, two replies may be made: 
first, that a careful effort was made to exclude reports upon ac- 
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Contrasted with the profits earned by businesses not subject to 
regulation, the maximum return thus far allowed by the various 
state commissions is, so far as I have been able to ascertain, only 
8 per cent. That is the most the owners can hope for and in some 
cases a smaller maximum is fixed. Among the states in which de- 
cisions upon this question have been rendered by courts or com- 
missions, reference may be made briefly as follows: 


Maximum return allowed by slate commissions (per cent) 
Telephone and Gas and Street 
Telegraph Water Railway 

Illinois 8 

Kentucky 7 

Maryland 8 

California 

lowa 


Washington 


Missouri . 6 7 

New Jersey 5 8 

New York 8 TY 


The United States Circuit Court held in the Northern Pacific 
case that 7 per cent per annum was a fair return while in the 
Arkansas rate case 6 per cent with a possible 114 per cent addi- 
tional in lean years was allowed. Both of these cases were decided 
in 1911. 

In every comparison of the rates of return, recognition must, 
of course, be given to the difference in the conditions affecting bus- 
iness generally and those under which public utilities are operated 
with the consequent greater measure of confidence displayed by 
careful investors in favor of the securities of companies in the 
latter field. At the same time it must be admitted that this mar- 
gin of confidence in securities of utilities as against industrials is 
diminishing and the marked disparity of even less than ten years 
ago no longer exists. 

Having in view the earnings of capital in businesses outside the 
field of public regulation and the increasing stability of such 
enterprises it does not seem too much to say that nothing is defin- 
itely settled by the decisions thus far rendered in rate cases. The 
commissions and the courts have been feeling their way among 
issues too often befogged and possibly with eyes too constantly 
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THE STANDARD OF LIVING—UP OR DOWN? 


In a democracy scarcely any public question is of greater impor- 
tance than the standard of living of the common people. It is 
ssential to know what is the actual level of this standard of liv- 
ing, and whether it is improving or deteriorating, not only because 
these facts are significant in themselves, but because they furnish 
the key to the solution of a number of other great problems. In the 
United States, diametrically opposite views are repeatedly ex- 
pressed, with great conviction, as to the course of the standard of 

ving, and each of these views finds ready acceptance with various 
iudiences, according to their prejudices or preconceived notions. 

It is probable that a much wider adherence is given to the opin 
ion that the standard is improving than to the opposite view, partly 
because this is the comfortable and optimistic view, partly because 
the teaching of orthodox economics supports it, and most of all, 
perhaps, because of the failure to distinguish between two sorts of 
standards of living which exist in societies. These types of stand- 

rds are the standard of a society as a whole, and the standard 
of a group within a society. It is perfectly possible, as history has 
‘epeatedly demonstrated, for the standard of a society as a whok 
to be improving, while that of one or more groups within the society 
is declining. Moreover, if the distribution of economic powe1 
within a society is very unequal, it may happen that the group, the 
standard of which is declining, may constitute a very large propor- 
tion, even a majority, of the total population. Here in the United 
States we are so familiar with the facts and figures depicting the 
enormous increase in prosperity of the nation and the rapid aug- 
mentation of wealth and income, that it is hard to realize that any 
considerable group of our people fails to share at all in this good 
fortune, and we easily jump to the conclusion that while the rate 
of gain of the poorer classes may not be so rapid as that of the 
vealthier classes, yet it is positive, so that every one has grounds 
for complacency, and none grounds for complaint. 

It is significant that no reliable proofs have been presented in 
support of either view. Occasionally the orthodox view is bolstered 
ip by statistical comparisons of the course of the price level of 
commodities in general with the index of general wages, but these 
figures are inadequate and inconclusive. 

For some time the writer has experienced a growing conviction 
that this question of the course of the wage-earner’s standard of 
living is altogether too vital to be left to random guesses and rash 
ssumptions. Particularly has he felt that the statistical supports 
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fuctuations in the wages of any class of workers represent suffi- 
ciently well the fluctuations in the income of the families in that 
class. 

The problem of outgo is not so simply stated. The items in- 
cluded are numerous and varied, and not the same for any two 
families, or for the same family in any two years. Yet the yard- 
tick demands that there shall be a definite list of commodities 
vhich enter into the budget of the average family, and constitute 
the major portion of its outgo. The first step in.the problem is to 
make out such a list of commodities. 

This list will be divided into two main divisions, necessaries, 
and comforts and luxuries, or “culture wants” as they are fre- 
quently called, though the term is somewhat grandiose in compari- 
son with the items which it includes in the workingman’s budget. 
The items included in the first category—food, clothing, shel- 
ter, heat and light—are fairly uniform for all families in a 
given working class, and are reasonably easy of enumeration. 
Those which come under culture wants are extremely varied and 
difficult to enumerate. Fortunately, it is not necessary to enumer- 
ate them for the purpose in hand. The things included in culture 
wants are really the things that make life worth living,” and the 
best possible index of the relative worth of different standards of 
living is the proportion of the total income which is available for 
culture wants, after the necessaries have been supplied. It is not 
essential to inquire how this proportion is spent. 

The task in hand, then, is to make out a budget of necessaries 
which will come as near as possible to representing the actual ex- 
penditures of the ordinary workingman’s family. This is the 
standard budget. The next step is to determine the cost of this 
standard budget at the two different times, under comparison; then 
to deduct this cost from the total income of the average family at 
each date. Finally, a comparison of the proportions of total in- 
come which remain to be expended for culture wants in the two 
cases, respectively, will indicate the relative height of the stand- 
ards of the two periods. Since this is an undertaking in which 
method is everything, so that any fault in method will vitiate the 
entire analysis, the reader’s indulgence is begged for frequent 
explanations of the exact process followed by the writer. 

In the first place, to secure the list of necessaries and the prices 
paid for them, it seemed best not to rely upon any theoretical es- 

*Robert C. Chapin, The Standard of Living among Workingmen’s Families 
in New York City, p. 198. 
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\ careful comparison of the budgets given in the works referred 
o shows that an income of $600 would be apportioned by the aver 


family about as follows: 


Item Per cent Cost 

Food . 45 S288 

Shelter 20 120 

Heat and Light 6 36 

86 

14 St 
100 SOOO 


he next step is to make a general estimate of the specitic items 


cluded in each of the four divisions of necessaries. This of 


course can not be done with complete accuracy, since no two fam 
ilies spend their money in exactly the same way. But study of 
the budgets reveals a rather surprising uniformity in some par 
ticulars, and it is possible to make out a statement which will 
stand as a fair average. 

This is particularly true in the case of food, where certain 
rticles, appearing with much uniformity, make up the major 
part of the diet. The following, then, is the “standard” weekly 


get of a “standard” family: 


Commodity Amount Cost (1908) 

Bread, wheat (5c loaves or stale 10¢ 
loaves) ) loaves $1.00 

Cereals, other as | 
corn meal 2 pounds | 

Beef, veal, mutton eT 6 pounds | 66 
ham, bacon 6 90 
Poultry . wees 1 pound 
Vegetables, fresh .......... 30 
Peas and beans, dried .... 1 pound 10 
3 pounds 20) 
Sundries (tea, coffee, pickles, etc.) aoe) 35 
$288.00 


‘It may be worth noting that in making out this schedule the writer set 
lown amounts and cost in order, taking them directly from the budgets, with 
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of comparing standards of living. For as long as the articles are 
representative, and exactly the same list of articles is used 
throughout the comparison, it is a matter of minor importance 
vhether they are exactly and completely what a standard family 
would buy. When typical staple articles are used, it can reason- 
ably be assumed that other articles would fluctuate at approxi- 
mately the same rate as these, so that while a family might use 
more, or fewer, or different articles of clothing, a given list would 
vary in price as between two periods of time harmoniously with 
the representative list set down. And this is all that needs to be 
known for the purpose of the comparison in hand. 

The following schedule gives a list of a single year’s outfit for 
a man and a woman. It is ordinarily estimated that the clothing 
of three children under fourteen will cost almost exactly the same 
as that of the father and mother. In this case, allowing 80 per 
cent of the clothing bill of the parents for the needs of the children, 
and adding it to the expenditures for the parents, makes a total 
amount exactly equal to the amount allotted for the clothing of 
the standard family. If this procedure is followed in each case, 
the comparison will be accurate. The standard clothing budget 


follows: 

Article Cost (1908) 

Man suit . $10.00 

1 hat .. 1.50 

3 shirts 1.50 

pair overalls 75 

1 pair trousers 2.00 

1 pair shoes .. 2.50 

suits underweai 1.50 

Socks .. 1.00 

Woman 1 suit 7.00 

1 hat . 1.50 

1 pair shox 1.50 

2 calico dresse 1.00 

1 flannel or woolen dre 5.00 

2 suits underweai 1.50 

Stockings ...... 15 

Total .. $40.00 

Add 80 per cent for children 32.00 

Total yearly clothing budget for family... $72.00 


There remains the matter of fuel and light. Here are three 
chief items—coal, gas, and kerosene. Some allowance should 
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index for a closely related or representative commodity is used. 
Thus, there being no index for bread, the index for flour is used, it 
being assumed that the price of bread will vary closely with the 
price of flour. Where no index is available, and where no quota- 
tions of actual prices can be found for 1890, the cost of the item 
in question is assumed to amount to the same proportion of the 
total cost of the given budget in 1890 as it was in 1908. Thus, 
the cost of fresh vegetables in 1908 having been set down as 1/18 of 
the total food budget, 1/18 of the food budget of 1890 is allowed 
for the same commodity. ‘The items with reference to which this 
procedure is followed are few and are of minor importance, and 
the lack of accuracy involved could not materially affect the gen- 
eral result. The indexes used are taken from United States Bu- 
reau of Labor Bulletin, No. 110, pages 18 and 19. 


Bread, wheat Flour, wheat 8 1.00 127.1 | 110.2 $0.87 
Cereals, other Corn meal 0 142 6 101.3 14 
Beef, veal, mutton Round steak 16 135.5 97.6 47 
Pork, ham, bacon Pork chops 10 144 6} 96.5 60 
Poultry Hens 15 34.9 102.8 dl 
Fish 5 lle 
Butter Butter, creamery 0 127.9 99 2 23 
Cheese 10 
Milk Milk, fresh ot) 123.2 100.4 | 40 
Eggs Eggs, strictly fresh 5| 142.8 100.3 | 18 
Potatoes Potatoes, Irish "0 129.8 109.0 | 17 
Vegetables, fresh 
Peas and beans, dried 10 | ORe 
Sugar Sugar, granulated 20 | 101.3 120.8 .24 
Fruit 0 | 16¢ 
Sundries 5 
Total weekly budget $ 6.55 | $4.36 

Total vearly a $288.00 $226 72 


e. Estimated 


Next in order is the item of rent—the most difficult of all for 
statistical comparisons. ‘The factors which enter into that human 
necessary called an “apartment” are so numerous, and many of 
them so intangible, that it is practically impossible to set up a 
fixed standard in this particular. Furthermore, as has been ob- 
served over and over again by students of housing conditions, 
there is no approach to uniformity in the rentals of the same sort 
of apartments in the same locality at the same time. Anything 
in the nature of an index figure is hardly to be thought of. Cer- 
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~The impression which I have gained through my more or less close 
observation during the past twenty years is, that although there 
has been a very considerable increase in the cost of living through 
out the United States, the largest factor in that cost of living- 
,ent—has not materially increased.” Against this opinion are to 
be set the statements of a number of authorities. Thus Mr. 
Streightoff says: “In 1900, a two-room tenement in New York 
City could be hired for from $8 to $10 a month, three rooms at 
&8 to $15, four rooms at $13 to $17, and five rooms for about $2¢ 
Since that time rentals have risen.”‘ Mrs. More says that rents 
“have increased in the last two years, during which these statistics 
were taken (1903-1905), from 10 to 20 per cent. The most promi- 
nent real-estate agent in the neighborhood puts the rate of increase 
at about 15 per cent as a conservative estimate.”* Professor 
Chapin says: “The burden of high rentals was increased (from 
1905) up to the middle of the year 1907 by the general tendency 
of rents to rise. . . . The amount of increase varied from 50 cents 
to $5 a month, but in the majority of cases was $1.00, $1.50, or 
$2.00." These three quotations, taken together, bear witness 
to a steady rise of rentals in New York City from 1900 to 1907. 
Mr. Everett P. Wheeler is responsible for the statement that “In 
1860, a workingman could get as comfortable rooms in New York 
City for $8 a month as he now (1913) can for $16. The reason 
for this is mainly that the cost of building has greatly increased.”’!° 
[t is not likely that all, or nearly all, of this rise was accomplished 
before 1890. The Massachusetts Commission on the Cost of Liv- 
ing (1910) found that “Rents throughout Massachusetts have in- 
creased very materially during the past fifteen years. This up- 
ward movement has not, however, kept pace with the increase of the 
general cost of living.”'' Referring to conditions in Lowell, Mr. 
Kenngott says: “During the last few years the great industrial 
corporations . . . have discarded the old paternal system of car- 
ing for their employees. The result is that the rents in houses 
formerly belonging to the corporations have been greatly in- 

"Streightoff, The Standard of Living among the Industrial People of Amer- 
ica, p. 71. 

*Louise B. More, Wage-Earners’ Budgets, p. 32. 

*Robert C. Chapin, The Standard of Living among Workingmen’s Families 
in New York City, pp. 83-4. 

* Wheeler, “The Increased Cost of Production,” Annals of the American 
Academy, vol. 48, p. 244. 
"Report of the Massachusetts Commission on the Cost of Living, p. 134. 
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safe to assume that use of indexes of wholesale prices will tend to 
wverstate, rather than understate, the prices in 1890. 


ee Cost dex } Index Cost 
Commodity U.S. index used 1908 — * 1890 1890 
Man Suit Serge $10.00 | 182, | 120.9(1892 $8.79 
Hat 1.50 1500 
Shirts Shirtings (average ) 1.50  120.0!112.9 1.41 
Overalls 75 The 
Trousers Trouserings 2.00 | 127.6 | 106.6 1.67 
Shoes Men’s vici calf 2.50) 114.8 101.0 2.20 
Underwear Underwear (60 p.c. wool) 1.50 | 106.0) 106.9 1.5] 
Socks Socks (men’s cotton) 1.00; 88.9/133.3 1.49 
W an | 
Suit Serge 7.00 | 132.0 | 120.9(1892) 6.41 
Hat 1.50 | 1.50e 
Shoes Women’s solid grain 1.50 118.5/ 104.0 1.31 
Dresses, calico | Calico 1.00 , 104.3117 5 1.13 
Dress, wool Cashmere, all wool 5.00 | 127.1) 119.8 4.71 
W aists 1.00 1.00e 
Underwear Underwear (60 p.c. wool) 1.50 | 106.0| 106.9 1.51 
Stockings Ilose, women’s cotton 75 | 84.2/)131.6 1.17 
Total yearly budget $10.00 $38.06 
Add 80 per cent for children 32.00 30.45 
Total vearly budget for family £72.00 $68.51 


Estimated 

In determining the fuel and light budget it is necessary to use 
igain the indexes of wholesale prices furnished in Bulletin No. 99. 
Indexes are furnished for coal and kerosene. An index is also 
given for matches, declining from 111.5 in 1890 to 85.4 in 1908. 
No index is given for kindling wood, but it is reasonable to 
‘uppose that the price of this item would have risen enough to 
offset the fall in the price of matches. Lacking accurate data, it 
seems best to leave the figure for wood and matches the same in 
1890 as in 1908. The indexes for gas, given in the retail price 
series, do not go back as far as 1890. They indicate, however, that 
the price of gas has been falling. The figure of $1 per thousand 
is selected rather arbitrarily as the price in 1890. It is probable 
that working families in the earlier year burned relatively less gas 
and more kerosene than in 1908, so that the lower price of kero- 
sene would more than offset the higher price of gas. The heat and 
light budget follows : 
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An absolutely accurate average of these indexes should of course 
be weighted on the basis of the number of workers in each occu- 
pation. This it was found impossible to work out, because the 
occupation statistics of the census are not classified on exactly the 
same basis at different decades nor do they correspond with the 
above grouping. A simple average of the above indexes will, how- 
ever, serve the purpose roughly, and will indicate the relative 
height of the wages of these classes of workers in 1908 and 1890. 
The average of the above indexes for 1908 is 123, and for 1890 
101.9. On this basis an income of $600 in 1908 would be repre- 
sented by an income of approximately $497 in 1890. 

Other methods of forming an estimate of wages are as follows. 
Miss Edith Abbott, in her careful résumé of wage statistics, The 
Wages of Unskilled Labor in the United States, 1850-1900, 
Table X, cites $1.47 per day as the average wage of general un- 
skilled labor in 1890. No comparable single figure is known to the 
writer for the year 1908. But a study of wage statistics, and a 
familiarity with the wages actually earned by unskilled laborers in 
the last few years, show a wage of $9 per week, or $1.50 per day to 
be one of the commonest wages earned by workers of this class.'* 
Taking this as an average for 1908 and comparing it with Miss 
Abbott’s figure, an income of $600 in that year would be repre- 
sented by an income of $588 in 1890. The Statistical Abstract of 
the United States gives an index of full-time weekly earnings, of 
general laborers, not merely unskilled, which stands at 122.4 in 
1907 and 101.0 in 1890.'* These figures have not been regarded 
as very reliable, and the series has been discontinued since 1907. 
Using these indexes for what they are worth, $600 in 1907 becomes 
$495 in 1890. 

Probably the most valuable and significant set of figures for 
the present purpose is that furnished by the Statistical Abstract 
(1914, p. 666) giving the average number of wage-earners in the 
manufacturing industries of the United States, and the total wages 
paid in dollars from 1850 down to 1910. Obviously, dividing the 
total wages paid by the average number of wage-earners will give 
the average full-time yearly earnings of a laborer for the year in 
question. The figures given are for the calendar year preceding the 


™The New York State Factory Investigating Commission found 50,000 men 
in four trades alone in New York earning under $8 per week in 1913-14. See 
The Survey, December 12, 1914, p. 279. 

“ Statistical Abstract of the United States, 1910, p. 251. 
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1916 | The Standard of Living—Up or Down? 25 
cent. If the culture wants of the unskilled laborer’s family in- 
cluded real luxuries, there might be an element of truth in this 
supposition. But, as has been intimated above, they do not. The 
items of expense which are included under culture wants in the $600 
family include outgo for doctors, medicine, dentistry, religion, edu- 
cation, saving, recreation, insurance, etc., items which are regarded 
as utter necessaries by more well-to-do families, and with reference 
tc which there is no reason to suppose that the cost has not in- 
creased at least as fast as the average of prices. 

The writer is well aware that the foregoing data do not prove 
that the common laborer’s family was better off in 1890 than in 
1908. Nothing statistical is proved if there is a single estimate, 
a single approximation, a single gap in the demonstration, a sin- 
gle chance for error. But he does believe that they furnish very 
strong evidence in support of the proposition. Every effort has 
been made, in cases of uncertainty, to throw the balance against 
conditions in 1890 rather than in favor of them. Every estimate 
has been intended to overstate prices and understate wages in 
1890, rather than the reverse. The conclusions have been checked 
up by the writer, when possible, by other methods, and particularly 
by making a similar comparison of conditions in 1882, using in 
this case, not index figures, which do not exist, but actual price 
and wage quotations, and contemporary descriptions of living con- 
ditions in that year. The sources utilized especially were two 
publications of the Massachusetts Bureau of Statistics of Labor, 
viz., Carroll D. Wright, Comparative Wages, Prices, and Cost of 
Living; and Fall River, Lowell, and Lawrence. Comparison was 
iso made with the Seventh Annual Report of the Bureau, dated 
1876, which gives some very remarkable and complete data as to 
living conditions in 1875. The results of this study also indicate 
that conditions in the eighties were considerably better than in 
1908. 

It is probable that more exhaustive study of prices actually 
current in 1890 might necessitate some minor modifications in 
various items of the budget. It does not seem possible that it 
would materially affect the general conclusions. One thing seems 
safe to say—that the foregoing data disprove the right of any- 
hody to assert with serene confidence that the standard of living 
of the American common laborer has improved in the past thirty 
years. The burden of proof is laid on the optimists, to bring for- 
ward some positive verification of their assumptions. 

Henry Pratt Farrcnirp. 
Yale University. 
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1916 | 
hat, in the long run, the accepted theory of the incidence of pro- 
tective duties is valid, that the consumer will pay a higher price if 
the producer receives a higher price. He chooses, however, to dis- 
miss the “long-run” result on the ground that it is beside the point. 
He is concerned, in the article under discussion, only with “the 
intensely practical question of the probable effect of actual tariff 
changes in this country,” and does not consider that long-run re- 
sults need play any part in questions of tariff practice. He con- 
fines himself, therefore, to those most obvious effects which follow 
shortly after a change in duty. (3) He points to specific changes 
of duty which, he believes, would have been absorbed in the distribu- 
tive process, and maintains that it can usually be ascertained by 
ictual investigation whether or not a given change in rate will be 
carried on to the consumer. 

Professor Emery is confident that his suggestion is practicable, 
and goes so far as to assert his belief “that if any sound economic 
argument for the permanent maintenance of a certain scale of 
protective duties can be made, the germ of it will be found . . . in 
this consideration of the reiation of producer to consumer.” 

In endeavoring to show the questionableness of this suggestion, 
both as a practical problem in protection and as a groundwork for 
a sound protective theory, I wish to acknowledge the worth of such 
criticisms of our accepted theory of value as that made by Pro- 

or Emery in his paper. Our science is moving toward 
things “practical.” As a completely deductive science, it failed to 
win its way among those who most need a working knowledge of 
its principles, and the present trend toward the practical, in the 
way of closer study of the more intimate facts of business organi- 
zation and business practice, seems likely to give it better stand- 
ing and greater usefulness in the world of business and of polities. 
Our theory has seemed remote from the real facts of life. We have 
maintained that, given certain conditions, the price of a commodity 
would move in a specified direction, provided that competition were 
unrestricted, or that complete monopoly existed; and the tendency 
has been to dismiss the fact that competition usually is restricted in 
one way or another, and that many monopolies are not complete. 
The trained economist, to be sure, has realized the hypothetical 
nature of his premises and conclusions, and has come to understand 
not merely that his conclusions must be modified, but in general 
how they must be modified in the many cases in which competition 
is restricted and monopoly incomplete. The average student of 
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of diminishing returns, and upon it builds the non-psychological 
part of the theory of value. We may throw considerable light upon 
this phase of value by going behind the market and studying the 
technological organization of industry and the ratios between land, 
labor, and capital actually existing in established industries. ‘The 
relation of these factors to one another in jobbing and retailing 
would be well worth bringing to light, as well as their interrelation 
in other industries. But when we have learned the facts, we shall 
be no nearer a perfect and permanent theory of value than we are 
now. We shall only have discovered the limits of the field within 
which our present theory applies. We know already the effect of 
diminishing returns on cost, and so on price, though, for the most 
part, we did not discover it from inductive studies ‘n market price. 
We shall hope to gain light from studies in the marketing of goods, 
upon the extent to which the law of diminishing returns is applica- 
ble, and to learn how numerous are the industries in which the com- 
bination of land, labor, and capital is such that, for a time, costs 
will decrease with increase in production, instead of increasing. W« 
know already, though not from induction, how in general such a 
combination of factors affects price, and we are working our way 
toward a more comprehensive understanding of this dominant fact 
in large-scale production; but, again, not by induction. In this 
the inductive studies thus far attempted have been of little, if any, 
assistance, except for illustrations. Induction showed that in some 
industries costs did decrease with increase in production. It did 
not give us the explanation. 

We may hope to learn more definitely from studies in marketing, 
the limitations of our premises and conclusions. We may hope also 
to gain light on the relative importance of non-economic factors in 
the determination of price. We may hope, further, to increase our 
knowledge of the elasticity of organization. How far is there such 
a thing as perfectly “free” competition? In what ways is competi 
tion not free? To what extent has monopoly displaced it? How 
much influence have such non-economic factors as habit, friendship. 
racial clannishness, patriotism? What forces bring it about that 
men do not attempt to secure absolutely the maximum gain from 
business and how widespread is such a condition? These are ques- 
tions which we may hope to answer by the use of facts gleaned in 
such investigations as that of the Tariff Board and such as Pro- 
fessor Emery suggests in the article under discussion. But we 
shall not discover in them a new basis for a theory of value. 
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purest sort. It is based, to be sure, on previous inductions, but so 
also are the deductions of the economist concerning value. ‘The 
psychologist, the physicist, and the chemist have performed them 
for him. Let us not be misled by the infrequent existence of a 
\a jor premise. “Free competition” is no less existent than the 
physicist’s vacuum. Both physicist and economist must work with 
premises capable of formulation. It might be possible to deduce a 
heory of value from complete monopoly, which is probably more 
of a reality than its opposite. Some premise, capable of exact for- 
mulation, is necessary. Logical reasoning can be built upon no 
other basis. And one or the other of these extremes, free competi- 
tion or complete monopoly, is the only starting point from which 
gical thinking concerning price can proceed, for only these two 
conditions fulfil the requirements of logic. Other conditions of the 
uarket represent degrees of these. 

Indeed, Professor Emery is under the logical difficulty here of 
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lish Professor Emery’s proposition concerning tariff duties 
ties of condition and action which may serve as premises for con- 
clusions, no one seriously doubts. ‘To suggest that there are not, 
to imply that no reasoning whatever is possible on the matter. 
‘lo suggest, as Professor Emery does, that there are uniformities, 
but that we do not know them, is to destroy just as effectively the 
value of the suggestion he makes. If we have no valid theory to 
cuide us we do not know whether the consumer bears the burden of 
a tariff or not. The investigator’s facts are meaningless. We do 
not know how the consumer may escape or the middleman bear the 
burden. A constructive suggestion which rests upon the destruc- 
tion of known propositions without offering substitutes for them is 
abortive. If the theories of value and distribution now extant are 
valid, the existence of monopoly and quasi-monopoly make it more, 
not less, probable that the middleman will shift the burden to the 
consumer. If there is no valid theory, then we do not know who 
bears it under conditions at all comp!ex, and it would be useless to 
attempt to adjust duties so that they should fall on any one or an- 
cther group of persons. 

Looking at the matter from the “practical” standpoint, the com- 
plexities of the market are admittedly great, so great that, without 
reference to its theoretical aspects, Professor Emery’s suggestion 
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A further illustration may be found in the automobile industry, 
where an early tendency toward set prices has been entirely over- 
come by numerous and sweeping reductions in cost of production. 
It is only a few years since motor cars were known as “thousand- 
dollar” cars, or “twenty-five hundred dollar” cars, etc., the ten- 
lency being to sell at prices around the multiples of $500, and at 
even hundreds of dollars. Now one may buy cars for $395, 
wv $440, or $985, or $1295, or $2075, and so on. And this in- 
creasing variety of prices has, curiously enough, accompanied 
an increasing standardization of parts and equipment. All these 
cars, With the possible exception of the two lowest priced, are 
“fully equipped,” “standard” cars. How much change of this 
sort is required to break up a set price system altogether? 

That it is possible to raise a price, on the ground of maintaining 
quality, or improving it, outside the set price system, is seen in the 
case of at least three automobile companies within the past three 
years. Within a few months an eight-cylinder machine has been 
raised in price, from a little below to a little above $2000, on the 
ground that the company could not make a profit at the earlier 
price without reducing the quality of the material put into the ma- 
chine. How great a change in cost would compel producers or 
sellers of set price goods to take a similar step? 

(2) Another course open to producers and distributers of set 
price goods when costs are increased is that of deception in the clas- 
sification of goods. A part of the goods formerly sold at one set 
price may be slightly altered and put in the group of goods next 
higher priced. This is not infrequently done in the case of goods 
sold to ladies. For example, a 15-cent toilet soap may sell for 25 
cents with a different name and a fancier wrapper, and perhaps a 
slight difference in perfume or shape of cake. This practice is 
especially fruitful where the appeal is to personal taste and a 
higher price becomes in itself an element of increased utility. 

Outside of set price goods, the writer knew of an article of 
builder’s hardware sold in two grades, with a very slight differ- 
ence in finish. The cost of the two grades was practically the same, 
and one finish about as good as the other, but the intention was to 
appeal to two classes of buyers by selling practically the same 
commodity at two different prices. How much change in the cost 
of set price goods would be necessary to introduce or increase simi- 
lar practices in the sale of such goods? 

It is necessary to distinguish here, as in all the cases cited in 
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large profits on certain other goods. He expects his business to 
pay him on the average his customary annual rate of profit, though 
part of his stock regularly yields him less and part regularly more. 
Here again, if only one merchant or manufacturer had a loss to 
recoup, he would not, of course, be able to do it in this way. Com- 
petition would deprive him of many or all of his customers. But 
when the loss of profit on certain articles is common to the business, 
having to be borne by all those engaged in that business, they can, 
as a group, make it up, and no business man would question that, 
year in and year out, they would do so. A common example of 
this practice, outside of set price goods, is found in the case of 
grocers and sugar. Compare an ordinary grocer’s rate of profit 
on sugar and coffee. In the hardware trade certain grades of 
hinges and butts supply a parallel from the manufacturer’s stand- 
point. He makes little or nothing on barn-door hinges, but re- 
coups his loss on fancy butts. 

This practice obviously would be available for set price goods 
only in the case of goods generally handled by merchants or man- 
ufacturers dealing in other goods not subject to set prices. It is 
true that this is not the case with many of the most conspicuous 
examples of set price goods, for example, men’s ready-made clo- 
thing, hats and caps, and ladies’ ready-made suits, cloaks, and 
skirts. Dealers whose business is confined to set price goods can 
resort to this method of shifting only as some one or more of their 
wares, not affected by the increase in cost, has a demand so inelastic 
that a shift in classification is practicable. 

I do not intend to maintain that resort is likely to be had to this 
method of shifting in any case if any other method is available, 
much less in the case of set price goods; but it is a possible method 
under certain conditions and must be reckoned with, however re- 
mote the probability of its occurrence. 

It is, to be sure, more or less repugnant to the economist to sup- 
pose that the shifting of taxes can ever take place in this way, his 
reasoning being that, if the price of a commodity could be raised 
to the dealer’s advantage after a tax has raised the price of some 
other commodity, it could have been raised, and would have been 
raised to the point of maximum advantage before the tax was 
levied, and therefore could not be raised without loss afterward. 
This conclusion is based on the assumption that the entire economic 
machine is tuned up by the economic motive to the point of maxi- 
mum gain and maximum efficiency, an assumption which, we have 
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price may be absorbed in the tightening up of the control of ex- 
penditures by the dealers, so that the total cost incurred by them 
may not be greater or may even be less than before. But if this 
can be done after the change in duty, it could have been done 
before it and without it. The tariff has no necessary connection 
with the scientific management of business. Indeed, the question 
may well be raised, whether tariff duties will ever, except in rare 
instances, bring such economies to pass—whether, on the average, 
costs made up by high prices before, will not be met in the same way 
after an increase in duty. That economies in the distribution of 
goods can be and are being brought to pass, is well known. But 
it would be difficult, I suspect, to find many instances where such 
economies resulted from an increase in protection. Indeed, there is 
more ground for the familiar free-trade speculation, fairly well 
borne out by concrete instances, that protection, instead of leading 
to economy on the part of the middleman, perpetuates waste on the 
part of the producer. It is equally possible that laxity in business 
may be corrected at the consumer’s expense, when costs are raised. 
For example, services in the way of delivery out of town and the 
like, formerly performed free of charge, may, after the increase in 
cost, be performed only for payment. 

There are too many possible ways of shifting a protective duty, 
to make it reasonable to assume that the consumer does not bear 
the burden of it, merely because no change in the consumer’s 
price can be found. And even if all the possible shiftings could 
he discovered after the duty became effective, it would be impossible 
to forecast what would happen in advance. 

Professor Emery anticipates that one objection raised against 
his suggestion will be that “it is impossible to secure a sufficiently 
accurate knowledge to be of practical use.” His experience in 
the work of the Tariff Board leads him to believe that adequate in- 
formation can be obtained. If the tariff can not be so revised as to 
throw its cost upon the middleman, as I have endeavored to show, 
it is, of course, of little avail to discuss the possibility of securing 
information adequate for the purpose of so revising it. I should 
like to point out, however, that in the case of many duties it is 
not even possible to trace that apparent incidence which Professor 
Emery believes is the “actual effect” of the duty. In the case of 
the removal of the duty on wool, which he uses as a typical case 
in the article under discussion, he plainly shows that it could not 
he done. After briefly going into an analysis of the cost of a 
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in it, the effect is only apparent, as I have shown. If there is any 
truth in the contentions I have urged, such figures only show that 
there is or is not an immediate shifting of the tax by a change in 
price. They give no clue whatever as to whether resort may be 
had to other methods of shifting. Far from proving that the con- 
sumer does not bear any burden, Professor Emery’s instances only 
illustrate the futility of attempting to trace the incidence of most 
protective duties by means of inductive investigation. The final 
incidence of such a tax can not be ascertained in the market-place 
except in the simplest and least characteristic of cases for the 
very reason that “tthe complexities are so great, and conditions 
change so rapidly.” If it be true, as Professor Emery leads us to 
infer, that the only sound economic argument, the only “‘intellect- 
ual justification, for permanent protection, is to be found in such 
considerations as these, the justification is indeed an empty one. 
But Professor Emery is to be congratulated for the frankness with 
which he states his case. It is not often the economist-protectionist 
has stated so squarely the grounds whereon he stands. 
Harvey A. Wooster. 

Yale University. 


Note in Rejoinder 


Through the courtesy of both Mr. Wooster and the Editor, I 
have been allowed to read the above article in advance and to add 
this note which has in turn been read by Mr. Wooster. Our com- 
mon object is, not to prolong a controversy but to avoid any 
question of misunderstanding and to make plain just where the 
issue is joined. 

A preliminary word is perhaps desirable as to “long run” and 
“short run” effects. The reader will of course understand that in 


disregarding the former in my article, I did not lay down any 
general principle for the treatment of economic problems but con- 
fined myself solely to the tariff problem and even here only to a 
portion, even if a goodly portion, of the many possible cases. 
, My reason is that I consider it proved by experience that in such 
f 


cases, under our dynamic system of production and marketing, all 
the elements of the problem may be completely changed before the 
assumed long-run forces have any chance to operate. Mr. Wooster 
holds the view that in some measure these forces operate from the 
beginning and hence are themselves among the factors which bring 
about the complete change and help determine its character. He 
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a tariff commission. If such investigations are not valuable for 
practical use by the Ways and Means Committee, they had better 
not be undertaken. Most economists think they are not; most 
studious members of the Ways and Means Committee think they 
are. I regret that I was forced into a seeming inconsistency by ex 
cessive modesty. Mr. Wooster understands me to confess, through 
“such questions can be finally determined only by the 
test of experience,” that even the Tariff Board could not tell what 
would be the result of the changes in the wool and woolen schedule. 


my phrase, 


I mean no more by the phrase than a recognition of an uncertainty 
in all human affairs. The Tariff Board was in a position to tell 
pretty definitely what the effects of these changes would be; and if 
such a commission is not able to make successful predictions of this 
kind, I agree it is not of much use. 

Finally, I take issue with Mr. Wooster on his contention that 
these investigations into prices would not be adequate because they 
tell nothing as to other methods of competition besides price 
changes. It is a fair criticism to make against my article in the 
Review, in which these other matters were not taken up. But they 
should be taken up by any commission and they were taken up by 
the late Tariff Board. Mr. Wooster’s unfortunate reference to 
the “development of the shoddy industry” is a good illustration of 
the need of making empirical studies of the facts rather than as- 
suming probable methods of shifting the burden to the consumer. 
The use of shoddy in woolen clothing (whether a good thing or a 
bad thing) has decreased not increased. Another good illustration 
is in the question regarding the effect of a tariff on the adoption 
of efficient and up-to-date methods. One may speculate indefinitely 
as to what would probably happen in a hypothetical industry. 
One can find out the facts by an investigation of an actual industry, 
and for practical tariff-making that is the important thing—viz., 
to know what has been the result of some particular schedule. 
Investigation shows that one thing is true of one industry, and 
quite a different thing of another industry. Many of these matters 
were examined by the late Tariff Board and I believe that all the 
methods enumerated by Mr. Wooster could be covered in a practi- 
cal and serviceable manner. 

Henry C. Emery. 


— 
| 
q 


< 
Le + = > 
| 3 


e hy J 
4 
ea 


1916 | The Farmer’s Income 43 
was ascertained in the following manner: The total value of 
feedable crops, that is, corn, oats, barley, hay and forage, kafir 
corn, emmer and spelt, was $2,786,000,000 ; of this amount $509,- 
000,000 represented the value of the feed sold by the farmers and 
$40,000,000 was the estimated value of the corn consumed by the 
farm families in the Cotton Belt (at the rate of $20 per farm), 
leaving $2,236,000,000 as the value of the crops fed to the live- 
stock on home farms. By subtracting this figure from the $5,487,- 
000,000, which represents the total value of all crops, we obtain 
the value of crops not fed to the live-stock on the home farm, as 
given in the table. 

To the net value of crops is added the value of live-stock pro- 
ducts and of animals sold and animals slaughtered on farms, ag- 
gregating $2,958,000,000. In addition to this the farmer had 
the use of his house, and some fuel and food supplied by the farm 
and not enumerated by the Census Office. An estimate of these 
items has been obtained on the basis of Farmers’ Bulletin No. 635, 
by W. C. Funk, of the Office of Farm Management, entitled What 
the Farm Contributes Directly to the Farmer’s Living. Mr. 
Funk’s investigation included 483 farm families scattered widely 
over the United States, and his conclusion was that the average 
farm family receives about $125 as rental value of the farm house, 
about $35 as the value of fuel, and about $47 as the value of 
milk and cream consumed on the farm. In connection with the 
item for rent it should be kept in mind that the farmer has been 
charged with 5 per cent interest and with maintenance on his 
entire property including his house, so that it is necessary to credit 
him with the rental value of his house in order to offset these items 
of expenditure. It may be that Mr. Funk’s average of $125 is 
too high for the United States as a whole; if that be so, the income 
of the farmer as given in the table is above the true income by 
that excess. According to Mr. Funk’s figures, $207 should be 
added to the average income of the farm family on account of 
rent, fuel, and milk and cream consumed, none of which is in- 
cluded in the census returns. Furthermore, the poultry and eggs, 
the pork and beef, and the vegetables and fruits consumed by the 
farm family are not completely covered by the census enumerator. 
No satisfactory way of estimating the value of these omitted 
items is available, but Mr. Funk’s bulletin places the total value 
of the food supplied by the home farm at $261, of which about $150 
was represented by pork and beef, poultry and eggs, apples and 
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tracted from their net farm earnings, but not from the earnings 
of farm families; no satisfactory statistics of mortgage indebted- 
ness, however, are in existence, since the census reports this infor- 
mation only for farms operated by their owners, of whom one third 
reported mortgages. If the proportion mortgaged were the same 
among farms operated by tenants as that among farms operated 
by owners, and if the average size of the mortgages were the same, 
then the average interest on mortgages paid by farmers would 
amount to about $34 a year, and their net earnings (including 
interest) would be $690, instead of $724. The average mortgage 
is probably not so high, however, because the farms operated by 
tenants are likely to have proportionately fewer mortgages and 
also, perhaps, a lower average amount of mortgage. At any rate 
this amount would not materially affect the averages here 
presented. 

One way of analyzing the farmer’s income is to distinguish be- 
tween the interest on his investment, the wages earned by his 
own labor and superintendence, the value of the unpaid labor of 
his family, and the profits of his enterprise. No information is 
available for apportioning the income between these elements, 
except that about $322 represents interest, and $402 includes all 
the other items. 

In addition to the direct earnings of farmers derived from the 
value of farm products, the item of increase in the value of their 
property must be considered. The only way of estimating this 
increase is by subtracting from the total value of farm property 
in 1910 that for 1900 and dividing the difference by ten. This 
calculation gives an average annual increase in the value of farm 
property of $2,055,000,000, or $323 per farm, of which about 
$242 was the increase in the value of land, $44 in the value of 
buildings, $8 in the value of implements and machinery, and $29 
in the value of live-stock. A part of this increase in value is the 
direct result of the farmer’s labor in improving his farm, while 
another part is the farmer’s share in the increase of the nation’s 
wealth. Owing to the fact that the census of 1900 was taken in 
June and that of 1910 in April, the increase in the value of live 
stock is an understatement. The increase in the value of farm 
property, in so far as it is real, represents a capitalization of the 
increase in the value of farm products, and the farmer receives 
interest on the increase in the shape of greater returns for his 
crops. It is probably true, however, that a certain amount of the 
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for the United States as a whole, covering decidedly varied con- 
ditions in different parts of the country. Figures for individual 
localities would be more illuminating, but detailed information for 
regions is not available. It is probably true also that in the figures 
for the United States as a whole the errors are more likely to bal- 
ance each other than they would be in figures for smaller areas. 
Considerably more significant than averages would be figures giving 
the number of farmers in each income group, but such figures do 
not exist. It should also be mentioned that no attempt is here 
made to draw a distinction between the income of farmers culti- 
vating their own land and the income of tenant farmers who have 
to depend almost entirely on what the family earns by its labor. 
Another limitation of the figures is that they apply to the year 
1909 and may be very different in any previous or subsequent 
year. It may be said, however, that 1909 was a fairly representa- 
tive year and that the data are as satisfactory for that year as 
they would be for any other single year. Another limitation is 
that the census definition of a farm includes small farms in the 
neighborhood of large cities, whose owners derive their principal 
revenue from other pursuits than agriculture. It should be men- 
tioned, however, that no farms under 3 acres are included in the 
census enumeration unless they produced $250 worth of crops or 
gave full-time employment to at least one man. In view of the fact 
that there were only 18,000 farms under 3 acres in 1910, forming 
about .3 of 1 per cent of the total number of farms, and that 
farms of over 3 acres are probably in most cases in the hands of 
genuine farmers, this limitation is not serious. Even operators 
of good-sized farms often add to their income by working part of 
the time on other farms or at other trades, but money earned in 
this way is not included in our figures. This item is of considerable 
importance in some regions but would not materially affect the 
averages for the country as a whole. 

Finally, in stating that the average farm family earned $402 
in 1909, it should be kept in mind that the cost of living on the 
farm is very low as compared with that in the cities. The farm 
family produced and consumed food valued on the farm at $261; 
in the city this same food would cost at least $100 additional, the 
item for rent, considering accommodations, would be higher than 
$125 in the city, and fuel would cost more than $35. The $400 
earned by the farm family would thus probably correspond to an 
income of $600 or more received by an industrial worker in the 
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THE INFLUENCE OF SPECULATIVE MARKETING UPON 
PRICES 

The development of the modern methods of wholesale produce 
marketing is usually associated with speculation. The markets 
are attacked because thev foster speculation and defended because 
speculation renders substantial services. In recent literature de- 
voted to the practices of the cotton exchanges much emphasis has 
been laid upon the non-speculative functions of the market. The 
“hedge” and the various forms of “arbitrage” deals are all well 
known, their importance is clearly recognized in all the exchanges 
and boards of trade, but general discussions of the price structures 
of modern markets have been almost exclusively concerned with the 
influence of speculation upon prices. It is assumed that the or 
ganization of speculative trading is the most distinctive feature 
of our wholesale markets. The speculative element is assumed to 
be more influential today than in the past, and, consequently, it is 
presumed that prices must be more nearly stable, both throughout 
the season and from season to season.' 

The fact that speculation must needs stabilize prices is patent to 
all, but the statistical studies of market quotations do not disclose 
the increase in stability that is anticipated. The more notable 
American studies are those of Mr. Brace and Professor Emery. 
Both are inclined to doubt the significance of the statistical dem 
onstration. Mr. Brace says: 


It must be admitted, however, that the results shown are inconclu 
sive, and that allowance must be made before any one should consider 
them of much weight upon either side of the controversy." 


Professor Emery is not quite so skeptical: 


The foregoing figures of price variations cannot, however, be ac 
cepted as an entirely accurate indication of the influence of speculation. 


*There is an extensive literature upon this subject both in Germany and in 
the United States. The American writers seem to have been largely influenced 
by the Germans. The more notable studies are: 

M. Kantorowicz, “Die Wirksamkeit der Speculation im Berliner Kornhandel, 
1850-1890,” Jahrbuch fiir Gesetzgebung und Verwaltung, 1891, pt. III, p. 221. 

David Kohn, Der Getreideterminhandel (Lenpzig, 1895°. 

Bunzel, “Der Terminhandel, seine Volkswirtschaftliche Bedeutung und Re- 
form,” Zeitschrift fiir Volkswirtschaft, Socialpolitik und Verwaltung, 1897, 
p. 385. 

Ruesch, “Der Berliner Getreidehandel unter dem deutschen Bérsengesetz,” 
Jahrbiicher fiir National-Oekonomie, vol. 33 (1907), p. 145. 

*H. H. Brace, The Value of Organized Speculation (Houghton Mifflin, 1919 
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in Germany and Poland. Methods and conditions of marketing 
were as they had been for a considerable period. Conditions were 
doubtless characteristic for the entire eighteenth century. We 
have, then, the means for a comparison of export markets of the 
old system with the market conditions of an export district or- 
ganized more elaborately. 


The annexed charts® are made according to the principles fol- 
lowed »y Mr. Brace. It will be observed that the prices quoted for 


these German markets have been reduced by Mr. Jacob to the Eng- 
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departures in technique, most particularly, careful standardiza- 
tion by experts, and trading in terms of abstract quantities and 
qualities rather than specific lots of produce physically present on 
the market. In the modern spot markets samples are exhibited, 
but they are chiefly significant with reference to the possibility of 
working over the stuff in order to make it grade higher. Oats, for 
instance, that are not properly bleached and clipped can be given 


. higher value by bleaching and reclipping. These technical dif- 


or ferences are important because they separate the judgment of 
ae value in the abstract from the judgment of the quality of particu- 
sa lar lots. The competition upon the market is more open and gen- 
eral, and differences of opinion are balanced more evenly than was 
possible formerly. These changes are definitely a result of specula- 
tive marketing, but they must needs be distinguished from the 
stabilizing tendency of speculation because they affect a different 
aspect of the market. Studies of speculation are concerned with 
differences in average prices: these differences in market technique 
appear most clearly in the ranges of price during the market day. 
It is thus reasonable to compare markets not only with reference 
to the degree of stability of average prices, but also with reference 
to the degree of certainty expressed by the width of the range of 
prices at weekly intervals. For reasons which will appear later, 
graphical presentation is necessary, and of course all charts must 
be drawn to scale. 

Full statistics of prices are not easily found, so that historical 
comparisons of the daily or weekly ranges in price are limited 
by circumstances. Some figures are available for England. Very 
complete statistics of prices and of quantities sold at Oxford were 
preserved by a local antiquarian and are now to be had in manu- 
script. For the five years, 1663-4 to 1667-8, these statistics have 
been put at my disposal by Dr. N. S. B. Gras.* The Oxford figures 
may be regarded as adequately representative of a local market 
undisturbed by the presence of merchants from a large city. The 
chart of Oxford prices published here is neither the most erratic 


‘These figures appear in The Fvolution of the English Corn Market, by 
N. S. B. Gras (Harvard University Press, 1915). Appendix F. 
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Charts® have been made of the movements of prices in the years 
1740-1742 because these years represent the market at its best and 
also under the conditions which prevailed throughout the greater 
part of the century. The figures for Mark Lane in 1911-12 were 
taken from the Mark Lane Ezpress.’° In plotting these prices, 
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The high prices were paid for “fine old wheat.” The market was 
thus given the appearance of being very wide because of a differ- 
ence in the quality of the stuff. This could hardly have been of 
frequent occurrence. The distinction between old and new wheat is 
of some moment, but the quotations are distinct for a number of 
years and it is evidently not an explanation of the difference be- 
tween eighteenth century and modern conditions. <A distinction be- 
tween varieties of wheat as definite as the red and the white wheats 
would seem to be of more fundamental importance. Separate quo- 
tations are given in the years 1748-9 and 1762-3. At these times, 
the quotations were very nearly parallel, and the range in price 
about the same for each type. Failure to distinguish these types 
would account perhaps for some extremes but not for the general 
range characteristic of this period. 

The principal factor in this great range of prices is the absence 
of a systematic organization of competition. In a description of 
the market at Mark Lane"? it is stated that the corn factors sat 
at desks or tables around the great courtyard of the Corn Ex- 
change. They seem to have bought and sold upon the basis of 
samples, so that the general aspect of the place was not unlike 
the spot market of the Chicago Board of Trade. There was this 
difference, however: there was no wheat pit nor any active auc- 
tioning of lots and shiploads. In the eighteenth century, each deal 
was a private trade between two men; no one could know what was 
going on at another part of the exchange. Competitive buying 
and selling had not been definitely organized upon the local mar- 
kets of the Middle Ages, but the restricted area and the small 
volume of trade had not required any elaboration of mechanism. 
When the old forms began to give way in the seventeenth century 
and buying by sample became common, there ceased to be much 
public competition. Both in France and in England the trade 
was transferred from the market place itself to the inns, cafés, or 
alechouses nearby.'* Central markets, such as that at Bear Key 
and later at Mark Lane, would scarcely have shown this general 


“H. Chamberlain, History and Survey of London. (London, without date, 
p. 553.) 

™See A. P. Usher, History of the Grain Trade in France (Harvard Univer- 
sity Press, 1913), pp. 92-94, 110; William Marshall, Rurai Economy of Nor- 
folk (London, 1785), vol. I, p. 195, vol. II, no. 80, and Rural Economy of the 
Midland Countries (London, 1790), vol. I, p. 229; and C. J. Fuchs, “Der eng- 
lische Getreidehandel und seine Organisation,” Jahrbiicher fiir National 
Ocekonomie und Statistik, vol. 20 (1890), p. 31. 
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The significance of the different statistical methods represented 
hy the two types of graph is not entirely confined to demonstra- 
tion of the influence of new methods of marketing. These meth- 
xis symbolize concretely different conceptions of value. The 
graphs employed by Mr. Brace, plotting differences of range upon 
an horizontal base, represent the conception of value that is to be 
found in the writings of the classical school. Mill says: 

On an average of years sufficient to enable the oscillations on one 
side of the central line to be compensated by those on the other, the 
market value agrees with the natural value; but it very seldom coincides 
exactly with it at any particular time. The sea everywhere tends to 
a level; but it never is at any exact level; its surface is always ruffled 
by waves, and often agitated by storms. It is enough that no point, at 
least in the open sea, is permanently higher than another. 

The standard by which prices are to be judged is thus an aver- 
age of prices over a period of time. 

This conception implies that the condition to be desired is one 
of complete approximation of prices to a straight line. Fluctua- 
tion would be regarded as unfortunate, indicative of a discrepancy 
between price and value. These views are probably characteristic 
of the mass of the people. In so far as they think consciously 
about value, they conceive it to be a sort of long run price—the 
usual or average price. The widespread currency of these opin- 
ions is doubtless an explanation of the distrust of the great produce 
markets. The constant fluctuation of prices seems unreal and 
constitutes evidence that things are not as they should be. 

The graphs which present the ranges of price assume a differ- 
ent conception of value. It is not conceived to be fixed and un- 
changing like the sea level but is constantly changing in response 
to conditions. The variations of price are measured from a mov- 
ing base. The practical difference of this conception is revealed by 
the fact that the width of the graph is in many respects different 
from the range of prices on any market day. A very wide range 
of prices does not produce a wide graph if prices are going up or 
down sharply. The judgment of each separate event is so defin- 
itely related to the whole trend of the market that no abstraction 
is defensible. 

This will be evident from an inspection of the Chicago chart. 
On November 11, 1911, and April 13, 1912, the range in prices 
was about five cents. Any attempt to draw inferences from price 
ranges by a method of averaging, or by a method of plotting the 
range on the same base, as Brace does, would fail to find any im- 
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RUSSIAN LAND REFORM 


Nowhere do the laws of economic society show closer resem- 
blances in their effects in different countries than in the evolution 
of landed property in different parts of the world. ‘These laws 
always give us land problems as perhaps the deepest and most fun- 
damental of all our economic problems. We Americans do not see 
their complexity, because we are a new country which came into 
separate existence at a favorable period in agrarian history. We 
have land laws which correspond roughly to conditions in the eigh 
teenth and nineteenth centuries; and because our agricultural life 
is still comparatively simple, and is still in the main in harmony 
with our system of land tenure, we are naive in our treatment of 
land problems now that they are beginning to emerge. A good 
illustration is afforded by the assumption of single taxers, who 
think that by one single legal measure all our agrarian and other 
economic difficulties can be solved. But we also see naiveté in the 
hope cherished by some that a few other simple measures like th« 
development of land credits can solve our land problems. 

An illustration of our peculiar situation is afforded by the 
meaning of the word farm to the ordinary American and as con- 
trasted with the meaning of the corresponding word in the older 
countries of the world. ‘To the American the word farm calls to 
mind a single enclosed piece of land adequate in area to support 
a family, in other words, a consolidated “economic holding.” It 
is doubtful if the corresponding word elsewhere in the world calls 
a similar picture to the mind of most human beings. Certainly to 
millions of human beings in Russia, in Germany, and Ireland, the 
corresponding word would suggest long and narrow strips of land 
intermingled with strips belonging by right of possession to other 
cultivators, these strips being sometimes one hundred times as 
long as they are broad and so small that frequently the average 
area would not exceed an acre. Furthermore, to the thoughtful, 
the word would call to mind almost insuperable obstacles in the 
way of good farming, because to reach the strips belonging to 
one man’s farm it is necessary to cross strips belonging to other 
men’s farms, and the work must proceed in common, making diffi 
cult, if not impossible, differentiation and improvement in culture. 
Enclosure means separating out these pieces of land and con- 
solidating them as far as possible so that each man’s holdings 
may consist of two or three separate pieces, the ideal of a single 
consolidated holding being impossible of universal attainment. 
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who conduct the operation are called stripers, because the scat- 
tered holdings are consolidated into stripes or strips, but here 
again it is impossible generally to give one man one single, con- 
solidated holding. 

The German terms are far less liable to lead to misunderstand- 


ing than is the English word “enclosure.” 


For example, Zusam- 
menlegung means laying together, which is exactly what happens. 
Auseinandersetzung und Verkoppelung means separating and put- 
ting together, which is also what happens. In Bavaria, Flurberei- 
nigung seems to be the commonly used legal term and the com- 
mission having the matter in charge is called Flurbereinigungs- 
kommission. ‘This is expressive, as it means cleaning up the fields, 
bringing into order the separate pieces of land, but is less accu- 
rately descriptive than the term often used by Wieth-Knudsen, 
namely, Auseinandersetzung und Verkoppelung. 

Dr. Wieth-Knudsen gives an illustration of the conditions in 
a village with the land still unenclosed, the farms consisting of 
widely scattered and intermingled strips, in his description of 
the village Pogost in government Kostroma. This is in Plan 
I, opposite page 82. Perhaps no better illustration could be 
afforded of the conditions preceding enclosure. Any one looking 
at this map may see how impossible any excellent agriculture must 
be under such conditions. In Plan II, opposite page 112, he shows 
the land of the same village after enclosure. It has not been pos- 
sible to give every one a farm consisting of one single piece, al- 
though many have such farms. In a good many cases, it has been 
necessary to give to the single owner his farm in two pieces and, in 
some cases, three different pieces. In a few cases the home has 
been placed upon the farm, but the village still persists and as a 
rule the villagers go to their land to work. 

There must be a certain pathos in this transformation to many 
Russians who had looked upon the mir as the great institution 
which was to save Russia from the pauperization and the prole- 
tarian disasters which threaten the rest of the civilized world. 
The mir as a small republic was teaching the Russian self-govern 
ment, and thus, economically and politically, it was looked upon 
as a peculiar institution, which would prove to be the salvation of 
Russia. Alas! The mir is now disappearing and the cherished 
hopes which were entertained for it seem to be only utopian 
aspirations. 

The story of the disappearance of the mir and of the consequent 
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of the payments that had to be made to former proprietors and 
Ulowing the peasants to pay in instalments covering long periods. 
Finally came the epoch-making ukas of 1906, which was the be- 
ginning of the end of the mir. The ukas was based upon the prin- 
ciple of individual property and individual cultivation of the land. 
‘This was accompanied and followed by many measures designed to 
help the peasants to become successful, independent farmers. It 
is difficult to think of any measure, which has been suggested in 
this country, which has not been tried and is not now being tried 
in Russia. State credit has been abundantly used, and provision 
is been made for gradual repayments of state advances for land 


purchase over very long periods, for example, in many cases more 
than half a century. Great institutions have been formed and as 
sisted by the state, especially peasant banks. Agricultural com- 
missions have been created, and they have in all sorts of ways en 
deavored to help the farmers and to solve the pressing problems of 
ind tenure. State lands have been made over to the peasants; 
lands of large proprietors, nobles and others have been bought in 
order to increase the peasant holdings which still remain too small, 

being extremely difficult and in many cases impossible to ap 
proach the standard of the Irish economic holding, that is, a hold 
ing sufficient to support a family according to the approved stand 


ids of living of the farmer in that part of the world where his 
home is. 

There is much dispute about the results achieved, but some 
things seem clear. As might be expected, we have a differentiation. 
On the one hand, we have a portion of the peasants forming a strong 

ind-owning class of farmers. These peasants constitute an es 
ential element in any healthy population, being a class economi 

lly independent. At the other extreme we have the peasants 
who have deteriorated economically and constitute the proletariat. 
some of these, who could not secure sufficiently large farms or who 

ul in farming for one reason or another, have gone to the city, a 
lesirable thing in itself and a necessary part of the industrializa 
tion of Russia.® Still others have emigrated to Siberia, and many 
of them to their own advantage as well as to the advantage of 


Russia. But there is great discontent, and there have been upris 


For an interesting picture of “the new commercial middle-class European: 
eing turned out at such an astonishing rate by modern industrialism of Rus 
see Stephen Graham’s new book, The Way of Martha and the Way of 
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excessively large holdings, but in most parts of the world, the 
fear is rather of excessively small holdings. In Russia, also, there 
are restrictions upon mortgaging the land, which are found to be 
a necessary part of land reform. The peasant land, generally 
speaking, for example, can be mortgaged only when the money re- 
ceived is used for improvements. (See p. 184.) 

The information we have about Russian land problems is too 
meager. Works like those by Simkhovitch and Mackenzie Wallace 
are too old to give present conditions. Some information is found 
in the article in the Encyclopedia Britannica, but it is quite in- 
adequate. The magnum opus of Professor James Mavor on the 
Economic History of Russia may be consulted with profit, but the 
author does not seem to have succeeded so well in his discussion of 
Russian land problems as he has in the discussion of other ques- 
tions. In addition to the work by Wieth-Knudsen, we have a still 
more recent German work by Preyer, called Die russische Agrarre- 
form, which appeared in Jena in 1914, the work by Wieth-Knud- 
sen appearing in 1913. 

But the story is excellently told by Wieth-Knudsen in the work 
under consideration, the preface of which is dated March, 1913, 
and everything seems to have been at that time brought practically 
down to date. Wieth-Knudsen is in closer sympathy with the gov- 
ernment than are most foreign writers on Russian affairs; and 
while the reviewer can not speak from personal observation, he is 
inclined to think from a comparative study that his description, 
while in its main outlines accurate, is somewhat too eptimistic. No 
doubt a real upward movement has begun and, if the measures al- 
ready taken are supplemented by other modern measures, includ- 
ing proper education, still more beneficent results will be achieved. 
Of course, the War has come and must disturb the progress of land 
reform in Russia, as it does interrupt social reform in all coun- 
‘ies. The pity of it! Perhaps this review can not be better closed 
than by two quotations; the first, the observations upon reading 
this article of a scholar thoroughly versed in Russian affairs in 
which he himself has participated; and the second, one taken from 
Wieth-Knudsen, in which he tells us in broad outlines what he 
thinks about agrarian progress in Russia. 

The first quotation reads as foilows: 

The non-Russian writers, especially Germans, are usually too opti- 
mistic about the recent peasant land reform in Russia. But, beside the 


reform itself, as such, many other reforms are necessary to make the 
land reform a success or, at least, less painful, for instance: 
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DEPRECIATION RESERVES AS AFFECTED BY 
PROPERTY GROWTH 


[tf is now almost universally recognized among producing in- 


stries that some regular provision should be made for replace 


it of equipment worn out in operation or superseded by more 


ficient or suitable types in the course of industrial and social de 
elopment. In spite of this general recognition of depreciation 
ethods of providing for it are widely dissimilar. While in 
some cases renewals are not provided for until made, the prudent 
inager of a prosperous enterprise systematically builds up re 
rves far in advance of actual replacement requirements. 
It is the purpose of this paper to show that certain methods of 
umulating such reserves in common use, while economically 
sound under some conditions, fail to recognize a factor of varying 
sometimes very great importance. The result of neglect of 
s factor may be that conscientious executives will accumulate 
cessive reserves, thereby depriving stockholders of the full re 
ns to which they are entitled. While errors, if any, may have 
wen more common in the opposite direction, giving larger returns 
to stockholders than really belonged to them, such errors have 
isually resulted from failure to analyze carefully the depreciation 
problem rather than from oversight of any of the important fac 
rs which properly enter into such analyses. In this discussion of 
subject application will be limited largely to public utilities 
hecause their consistent and rapid growth makes them particu 
larly good illustrations. The same reasoning is equally applicable 
to other industries which have similar characteristics. 
Because of the comparatively short life and rapid development 
f the utility industry much of the equipment employed therein up 
to this time has had very limited usefulness. It is probable, how- 
ever, that in the future there will be a closer agreement between 
natural life, determined by ordinary wear and decay, and useful life, 
vhich is fixed by all elements contributing toward ultimate replace- 
ent. Tt should therefore be possible in the future to make more 
lefinite provision for replacements from income with rates that are 
it the same time reasonable and sufficiently high to take care of this 
feature sometimes neglected in the past. 
This past neglect has not all been ignorance or carelessness of 
operating officials or undue greed of investors. There were visions, 
now partially realized, of a vast development of business which 


~ incre 
If na tern of 
d the definit, 
he investment 


Te hon ne f 
ig Io 
» th, deprecia 
ning a lofinit 
to include t 
the ne 
ld 
dey 
t 


This last 


the depre¢ ia 


1 a demand on 


1 scientific bases 
This move 


terstate Commerce 


hall +t aside 


\Ia 
wit] I eS 
~ } 
rep 
~ > 
i ites 
providing for 
TNe recs rvat 
; were declared 
preciation allow 
lefinitely held 
yn that it jc 
The re is al 
th, isand feet ? 
sta tho ncoef 


1916 | Depreciation Reserves 71 
every month during the life of certain prescribed elements of physi- 
cal property or groups of similar elements hereafter acquired, a 
sum representing the total average reduction in value during that 
period. If an element has an estimated life of twenty years, each 
month must see 1/240 of its value written off. Most of the state 
commissions, which have otherwise generally followed the account- 
ing methods prescribed by the Interstate Commerce Commission, 
have not definitely adopted this method of depreciation accounting. 
They doubtless recognize that it can not be fully applied to pre- 
viously acquired property and that it results in the accumulation 
of a large reserve that is never needed. 

Until a property reaches a period when its elements have ac- 
quired uniformly distributed ages, the annual expenditures for 
replacements will not rise to the normal uniform point. There- 
after, they will average an approximately constant amount equal 
to the annual reserve set aside therefor. In the earlier years there 
will be an increasing total accumulation, rapid at first, but grad- 
ually diminishing in rate as short-life elements are replaced. The 
unused accumulation may approach or even exceed 50 per cent of 
the value of the property. This fund is contributed by the patrons 
of the utility and, without any restriction on its use, as is the case 
in interstate accounting, the free money represented thereby is 
usually invested in additions to the property. There is no logical 
reason why patrons should be required to furnish funds for physi- 
cal additions to utility property without assurance of a definite 
return thereon. Their only return is through reduction in rates, 
so that without both close regulation and continued regular patron- 
age their return will be less than might be obtained from an in- 
vestment of their own choosing. 

Without commission requirement few utilities would adopt the 
practice above described but would rather set aside, without interest 
accumulations, a percentage of gross or of investment which in- 
creasing experience shows would take care of replacements as and 
when necessary. Percentages of this kind as commonly used take 
into consideration the character and life expectancy of the par- 
ticular property involved. It is not necessary to start a deprecia- 
tion reserve during the earliest years of operation, as an accumu- 
lation started after say ten years, when the business has become 
comparatively stable, will be found sufficient for normal require- 
ments. Most utilities did not start such reserves from their be- 
ginning and would now find any other basis than present value 
dificult or impossible of full application. 


| 
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is particularly lacking in applicability to public utilities com 
paratively few of which, with the exception of gas and water works, 
re over 30 years old. The extent of the error in connection with 
last assumption will, however, be shown. Departures from 
rmity in the other assumptions can not be definitely meas- 
| but their effect can to some extent be estimated. In spite of 
, no claim is made for other than broad and general applica- 
ty of the method employed. 
(he analysis involves the tracing of each clement or group of 
lar elements replaced in any vear back to its date of installa 
| expressing the cost of its replacement as a percentage of 
total present value of the property. The sum of such percen 
s for different elements or groups of different elements re 
ced during the year gives the total percentage of present valu 
spent for replacements. 
The method may be first illustrated by the very simple example of 
property without growth, with all elements of uniform life and 
iformly distributed age. Each year will see the replacement 
‘one group of elements, the useful life of which has ended. If the 
ful life is 20 years, the cost of replacements each year will be 
20. or 5 per cent of the total value of the property. 
If there is a range of life also uniformly distributed, of say 15 
ears, each year will see the replacement of 15 groups of elements, 
installed between 14 and 28 years previous. Each one of these 
ups represents 1/300 of the total value of the property and as 
ere are 15 groups the total annual cost of replacements remains 
120, or 5 per cent of the total property value. 
Turning now to the more complicated case of a growing prop 
ty, to which subsequent consideration is limited, a somewhat dif 
ferent treatment is found to be necessary. With an assumed uni- 
form rate of growth from a time of zero value, and uniform life and 
iformly distributed age of all elements, the replacements in any 
vear may be divided into groups including, respectively, the cle 
nts which were new m vears ago (n representing the years of use 
ful life) and replaced for the first time, the elements which were new 
2n years ago and replaced for the second time, the elements which 
were new $n years ago and replaced for the third time, and so on 
ntil the value of the elements becomes negligible because of the 
constantly decreasing size of the property as it is traced farther 
ind farther back. All replacements made in any year are included 
in some one of these groups. 
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growing in value steadily at the rate of 5 per cent per year with a 


l 
uniform life of all elements of 25 years. The value of (14 i)" 
when + = 0.05 and n = 25 is found from the tables to be 0.295, 


» » determined from tables or calculated is 0.087, 

s, 18 0.025, etc. The sum of the complete series is 0.419. 
+- 

The ratio, z, is therefore found as follows: 

x =i X 0.419 = 0.05 0.419 = 0.0209, or 2.09 per cent. 

If n is varied through the range of life usually encountered in 

public service property, x may be determined for various values 

and corresponding points plotted on a curve representing a fixed 

5 per cent value of i. Other values of i may then be selected and 

corresponding curves prepared. Such curves for several values 

of i, covering the range usually encountered in public service 

property, are shown in accompanying Plate I. 
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The curve of no growth shows values of x equal always to 

Thus for a 25-year life, r = 4 per cent; for 16 2/3 years, « = 6 
per cent, etc. With a 10 per cent rate of growth, however, with a 
25-year life, z is only 1 per cent, instead of 4 per cent with no 
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calculation of all the factors in the above formula would by 

uite laborious as there m L\ be Seve ral thousand unde some con 

itions. Fortunately each of the r series is of the form a a” 

0 which, when a is less than unity as in this case, is equal 

oe a The first member of each series, here represented by a, i 

taken 


ion nay therefore be reduced to the following si ipl r form: 


directly from compound interest tables. The whole equa 
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are replaced after 13 years and the longest-lived after 27 years. 


1 
‘I he value of when 0.06, n = 20 and rT — 15, be- 
1 2 
l . ray 2 
comes -—-j, and is found in Table A to be 0.469. The sum 
of the series of which this is the first member is — £ which 


from ‘Table B is found to be 0.883. In the final series, in which 


(1 


l 
~~ zis the first member is found to be 0.208 and the 


sum of the series 0.262. Without tracing the determination of 


] 
found by adding directly from the 6 per cent column in Table B 
(years 13 to 27 inclusive) to be 7.455. From this sum the value 


intermediate series the sum of all 15 series may be 


xv is determined as follows: 


ad 


« 06 


X 7.455 = 7, 7.455 — .0298, or 2.98 per cent. 


If the rate of growth, i, in the above example is changed, other 


factors remaining the same, a series of values of x may be obtained 


and plotted in a curve. Changing also the values of n, other 
urves representing various average useful lives may be obtained. 
Several of these are shown in Plate II. An examination of these 
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wide range, involving very frequent replacement of certain ele- 
ments, the replacement ratio increases quite rapidly. With an 
average life of 20 years and a range of life of 35 years certain 
elements have a life of only 3 years (20 aa ) and replacement 
of such elements at this short interval is necessary. By the use 
of Plate III curves the useful range of Table II may be consid- 
erably extended. 

It was stated at the beginning of this discussion that some of the 
assumptions necessary to a mathematical analysis were not met in 
actual properties and that with respect to age they were not ap- 
proximated. An unlimited age was assumed, whereas actual life 
has been comparatively short. It is possible to show, approxi- 
mately at least, the extent of the error involved when the age of 
the property is limited as suggested to 30 years. This is done by 
cutting off in the general replacement ratio formula all members 
in each series which involve new elements or replaced elements 
which had their origin more than thirty years back. The con- 
densed form of the general formula cannot be used in this study 
as individual members in each series are required. 

Plate IV shows a general ratio curve of a property having a uni- 
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are charged to operating expense and do not burden the depre- 
ciation reserve. The latter is not, however, a valid consideration 
in a strictly theoretical analysis. 

Assuming the value of the longest life group of elements as 50 
per cent greater than the average and the shortest life group 50 
per cent less and arranging a uniform variation between these 
extremes, the total value not being changed, the replacement ratio 
is found to be 1.71 per cent, or about 14 per cent less than with 
uniformly distributed values. It is not necessary in these calcula- 
tions to assume any uniform relation between the values in the dif- 
ferent groups, and the complication of calculation is not mater- 
ially increased by any desired arbitrary distribution of total value. 
For such use of the general formula its form should be changed to 
the following, in which negative exponents have also been employed 
for further general simplification : 


r—] r—] 


=i) +P 4 
1—(1+i) » +1) 
+2) —(n+7> ) 
p (1+: (14-7) | 
] 
In the above form p,, po, ps - - - - p, are the percentages 


of total value of the property belonging in the r different life 
groups. Calculations based upon actual distribution of value, 
if this is determinable in any case, would generally show ratios, as 
in the example given, less than the theoretical ratio. The general 
statement may therefore be made that a depreciation reserve set 
up in accordance with the unmodified general formula will liberally 
provide for all ordinary replacement requirements. 

One factor touched upon herein needs further consideration. 
There are three kinds of expenditures made upon physical prop- 
erty to maintain indefinitely its usefulness: (1) those which 
merely insure safe and efficient current operation; (2) tho. which 
have a tendency to prolong useful life; (3) those required to re- 
place by equivalent units those elements of the property which 
have outlived their usefulness. In common accounting practice 
the first two classes of expenditures are charged to operating ex- 
pense although the second tends to reduce replacement costs which 
are included in the third class. The third class includes all ex- 
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per cent of the property included in the inventory requires no re- 
placement or is taken care of in operating expenses, there remains 
75 per cent of the 3 per cent, or 214 per cent of the appraised 
value to be used annually for replacements or set aside in a depre- 
iation reserve. If the total appraised value is four times the 
gross, the percentage of gross which should be reserved is 4 & 214 
per cent, or 9 per cent. It appears, therefore, that the 10 per cent 
habitually reserved is 11 per cent in excess of actual average 
requirements. 

A somewhat less favorable case may now be considered, namely, 
. property with the same physical characteristics as above but 
growing only at the rate of 2 per cent per year and having gross 
earnings only 1/5 the value of its physical property. The full re- 
placement ratio is found from Plate II to be 4.36 per cent. If this 
is an electric light and power property the percentage of value 
excluded from the depreciation provisions may be only 20 per cent, 
leaving 80 per cent of 4.36 per cent, or 3.49 per cent as the cor- 
rected replacement ratio. With total investment five times the 
gross, the ratio of replacement cost to gross is 5 X 3.49 per cent, 
or 17.5 per cent. If this company followed the practice of setting 
aside 10 per cent of its gross before paying dividends, its reserve 
would in the long run be entirely inadequate. If it has so far es- 
-aped embarrassment it may be attributed to its youth or to the 
fact that it still retains, perhaps with questionable economy, much 
of its original equipment theoretically beyond the useful age. 

The effect of salvage from abandoned elements has so far not 
been mentioned. It may amount to 10 per cent or more of the 
original cost of the elements or may in other cases be negligible. 
By assuming that V as used herein is the “wearing value” instead 
of total cost any desired allowance for salvage may be made. 

One more problem of 2 somewhat different form will be outlined, 
involving the determination of the proper ratio of annual replace- 
ment reserve to property value and gross earnings. An assumed 
street railway property now has gross earnings of $650,000 per 
vear. Ten years ago it was earning only $250,000. Its rapid 
levelopment has necessitated the early abandonment of substan- 
tial parts of its equipment so that the average life of the whole is 
not over 18 years. The range of life is probably not far from 15 
years. 

The mean rate of growth during the 10 years is determined 
from Table A by finding the per cent column to which the growth 
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developed business they can do so without hardship. If as a basis 
of determining what this burden shall be, utilities are permitted 
and choose to use total investment, or present earnings, kilowatt 
hours, car miles, etc., derived therefrom, the foregoing discussion 
may be of assistance in determining suitable percentages or fac- 
tors. It is not applicable to cases in which reserves are started 
for each element or group of similar elements at the time of 
installation, based on their actual cost or their depreciable value. 
It should at least be clear that a particular utility desiring to 
establish a suitable depreciation reserve should not adopt a cer- 
tain percentage of its gross, or a certain amount per car mile 
operated or per kilowatt hour generated because some other utility 
rendering similar service has found by experience that these fig- 
ures produce adequate provision for replacements as required. 
Not only may the properties have different characteristics affect- 
ing useful life, but also the communities served may be so diverse 
in progressiveness and expansion that radically different expendi- 
tures may be required by the utilities to keep pace with the gen- 
eral development. Such factors should therefore be carefully con- 
sidered in determining depreciation reserves and the practice of 
other utilities should not be adopted without assurance of simi- 
larity in physical property and development history. Each case 
should preferably be considered in the light of its own particular 
characteristics, with due recognition of the factors discussed 
herein. 


L. R. Nasn. 
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Taste B.—Sums of Infinite Series 


table contains the sums of the infinite series, the first members of which 


figures in Table A for the corresponding years and percentages 


Yrs. 19% 2% | 3% | 4% | 5% 6% | 1% | 8% | 10%! 15% 


100.000 | 50.000 33.8383 25.000/\20 000 16.667 14.286 12.500 10.000 6.667 
2 49.761 |94.773)16.422'12.268 9.783 8.091 6.905. 6.007) 4.760) 3.100 
3.014 | 16.360! 10.779 


8.001; 6.342 5.23 4.447 3.850) 3.021) 1.920 
4 24.704 12.140) 7.960, 4.890 4.640 3.810 3.219 2.773) 2.155) 1.285 
19.618 | 9.616) 6.278 4.615! 3.619 2.957) 2.486 2.131) 1.6388) 0.988 
16.272 | 7.921) §.150' 3.769 2.940 2.890! 1.998 1.704! 1.296 762 
13.881 | 6.727] 4.850, 3.165) 2.457 1.986] 1.651 1.401| 1.054) .602 
12.038 | 5.895) 3.746! 2.713) 2.095. 1.898 1.175) 0.874 
10,655 5.127!) 8.2980) 2.862) 1.814 1.451) 1.198 1.001 736 397 
9.587 4.568! 2.906: 2.083! 1.591 1.265! 1.034 0.863 H28 329 
8.625 4.110) 2.601 1.854) 1.408 1.114) 0.905.751) .540) 27 
(.869 | 3.728) 2.848) 1.664) 1.257 0.988; .799 659 468 230 
| 7.224 | 3.405) 2.184! 1.504! 1.1380 R83 710 408 194 
674 3.129) 1.951, 1.867, 1.021, .794, .684 .165 
6.199 | 2.888) 1.792 1.249! 0.927 717 569 460 315 140 
».784 9681! 1.658! 1.145 846 650 613 412 278 120 
7 .419 | 2.499) 1.532! 1.055 774 591 464 37 247 103 
8 6.090 | 1.424) 0.975.711 .540) 420.38 219.088 
4.797 9189) 1.327 904 655 194 302 196 O76 
() 41.53 2 058) 1.240 840 454 348 2738 175 O65 
4.296 | 1.939] 1.163 782 560 417 318 248 156 O5t 
2 4.081 | 1.830! 1.092 730 19 84 292 226 .140 048 
23 3.882 | 1.784) 1.027 683 483 355 .267 205 126 042 
24 3.702 | 1.643! 0.968 640 450 828 246 187 113 O36 
!5 8 6385 1.561 914 600 419 204 226 171 102 031 
26 8.382 | 1.4845 R64 564 39] 2892 208 156 092 027 
7 3.241 1.415 819 531 366 262 192.148 O83!) .024 
28 3.108 | 1.850 777 500 342 244 177| .18 O75 020 
2.986 1.289 727 72 32 163 120 067 O17 
0, 2.872) 1.238 701 446 301 211 151 110 061 O18 
1 2.766 1.180 667 421 2RR 179 140 101 055 015 
2 2.664 1,130! .266  .130) .094) .011 
33 2.570 1.084 605 37 9A0 171 120 O86 O45 010 
2.482 1.041 577 358 "235 160 111 079 041 oon 
2.400 1.000 551 340 291 150 108 O73 037 OO8 
2.319 | 0.982 527 32” 140 096 067 034 007 
7 2.245 .925 504 306 197 131 O89 062 030 006 
38 2.175 891 482 291 186 23 083 057 027 005 
by 2.108 859 461 277 175 115 O77 052 025 004 
40 2.044 828 44? 263 166 108 O72 048 0238 004 
42 1.927 771 406 239 148 095 062 041 019 003 
‘4 1.818 719 $7 217 132 O83 054 035 O15 O02 
45 1.770 360 207 125 O78 050 08 014 O02 
16 1.722 673 345 197 118 074 046 030 013 002 
48 1.632 630 219 180 106 065 040 026 oll O01 
4) 1.550 691 296 164 O95 057 O85 022 009 ool 
60 1.224 439 204 105 O57 03 O18 010 003 
70 0.993 334 145 069 033 O17 009 005 001 
75 900 293 122, .056 026 013 006| 003 001 
SU $22 258 104 045 020 O09 002 
640 208 O75 O30 012 OO5 O02 001 
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OperFoHREN, E. Die Idee der Universalékonomie in der wirtschafts- 
wissenschaftlichen Literatur bis auf Turgot. (Jena: Fischer. 1915. 
Pp. vi, 204. 7.50 M.) 


Tavesig, F. W. Inventors and money-makers. Lectures on some re- 
lations between economics and psychology delivered at Brown Uni- 
versity in connection with the celebration of the 150th anniversary 
of the foundation of the university. (New York: Macmillan. 1915. 
Pp. ix, 138. $1.) 


Economic History and Geography 
The Critical Period. 1763-1765, Edited with introduction and 
notes by CLtarence Watwortu Atvorp and CiarEeNnce Ep- 
win Carter. Collections of the Illinois State Historical Li- 
brary, Vol. X. British Series, Vol. 1. (Springfield, IIL: 
Illinois State Historical Library. 1915. Pp. 57, 597.) 

The value of the material in this series is not that it is entirely 
new. Some of the documents have been published elsewhere. But 
there are here assembled from widely scattered places practically 
all the known sources of Illinois history during the British period. 
Many of the copies made by Professor Carter from the manuscripts 
stored in the capitol at Albany have peculiar value now, as the 
originals were destroyed by the fire. 

This volume deals with the efforts of the British to take over the 
ceded western territory. Military matters and relations with the 
Indians thus occupy chief place. More of economic interest will 
be found in the rest of the series which will include collections illus- 
trating such matters as the business activities of Philadelphia 
firms in Illinois, operations of land speculators, and the life of the 
French people along the Mississippi. But even this war-burdened 
first volume contains allusions to the fur trade, the population and 
resources of Illinois, attempts to clear the Iberville river, the cost 
of land-carriage, methods of land-jobbers with the Indians, paper 
currency, etc. 

Some interesting material on the fur trade is found in the last 
part of the document by Sir William Johnson, commenting on the 
organization of the Indian Department (pp. 336-342). This part, 
Article 43, is omitted from the paper as published in the New 
York Colonial Documents (7: 661). It deals with the sta‘e of the 
Indian trade, and among other things contains a quaint schedule 
of “goods proper for the Indian Market” with the prices in New 
York currency and in sterling. Another schedule for use in bartering 
appears later on, showing what each article was worth in peltries 
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to the public service than the provincial officials, among whom were 
. few able men. Functions were needlessly duplicated, unless there 
was some virtue in a system of checks. While salaries were not 
arge, fees were exorbitant. Treasurers, like John Robinson, were 
n the habit of loaning government funds in their keeping and ap 
propriating the profits. A receiver-general in the eighteenth cen 
tury served on an average about fourteen years and, with a salary 


of £800 plus fees, the position must have been lucrative. Some 
offices were purchasable, e.g., inspectorships of tobacco. The pos 
tal system was regarded as a means of obtaining revenue; rates 
were excessive and much mail traveled privately to evade postal 
“duties.” The influence of great English merchants on appoint- 
nents to service in Virginia and on the management of finances is 
touched upon. The part they played as “bankers” for colonial 
officials and planters in the credit operations of the period deserves 
the attention of historians of the colonies. In this connection Dr. 
Flippin points out the influence of Micajah Perry and Company in 
the sixteenth century and of J. and C. Hanbury and the African 
Company in the eighteenth. Companies of such standing secured 
limitations of the issue of paper money and prompt repeals of 
colonial acts that discriminated in favor of Virginian owned ships. 

The study is quite free from errors of fact or judgment. How- 
ever, the statement (p. 67) that British merchants were influential 
in having the Townshend duties passed is supported only by an 
inference from a letter of Botetourt. The unjust estimate of Vir- 
ginia’s contribution to the French War, which is attributed to 
Mr. Beer (p. 77), is simply Mr. Beer’s paraphrase of a letter of 
Loudoun (British Colonial Policy 1754-1756, pp. 58-59). It is 
stated (pp. vii, 83) that discontent in the colony usually can be 
traced to interference with its economic and financial affairs. But 
too little attention is paid, even after 1760, to just what this 
interference was and how it affected Virginia. Taxation itself, as 
distinct from “financial administration,” is too briefly treated (pp. 
9-21) in a work of this character. However, the study is offered 
only as a forerunner of a larger treatise on Royal Government in 
Virginia. 

Frank W. Pitman. 
Yale University. 


The Canadian Commonwealth. By Acnes C. Laut. Problems of 
the Nations, edited by Paut Letanp Haworrtn. (Indianapo- 
lis: The Bobbs-Merrill Company. 1915. Pp. 348. $1.50.) 
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for pap from the breasts of a state treasury.” This sentence in 
itself is typical of the book both as to fact and style. As to fact, 
[ need mention only the activities of the Canadian Manufacturers’ 
\ssociation and the Canadian Northern Railway as instances to 


e contrary. 
So also, “During the last ten years she [Canada] has drawn 
almost two million Americans.” ‘lo substantiate this state- 


ment, mention is made of a census of 1914, whatever that may 


mean. The statement is ridiculous and Canadians should have 
learned from the disappointing returns of the census of 1911 
that our immigration figures, as a basis for estimating an increase 
n population, are thoroughly unreliable. We learn also that 
“Canada can build ships as cheaply as any country in the world.” 
Comment is unnecessary. ‘There is found throughout the book 
much unreasoning and futile comparison of areas in Canada with 
areas of similar size in Europe, with little or no recognition of the 
fact that very substantial parts of Canada are uninhabited and 
uninhabitable. 

A very sane and moderate account of the natural resources of 
Canada has recently been written by Dr. F. D. Adams for the 
Conservation Commission. This and the yearly reports of the 

mmission are greatly to be preferred to such publications as The 
Canadian Commonwealth. 

J. C. HeMMeEon. 

McGill University, Montreal. 


An Introduction to the Economic History of England. 1. The 
Middle Ages. By E. Lirson. (London: A. & C. Black, Ltd. 
1915. Pp. viii, 552. 7s. 6d.) 

Mr. Lipson has produced a work of exceptional importance for 
the teacher and student of English economic history, one which in 
many of its parts will have to be taken account of also by the 
specialist in the field. The volume vefore us covers the period from 
earliest times to the reign of Elizabeth and treats of the following 
subjects: the origin of the manor, the manor and the open field 
system, the break-up of the manor, the agrarian revolution, the 
growth of towns, fairs and markets, the gild merchant, craft gilds, 
the woollen industry, foreign trade, and revenue and exchequer. 
It closes with an appendix of authorities and a fairly good index. 
Though the first chapter, on the origin of the manor, and the last, 
on revenue and the exchequer, are mainly compilations, the re- 
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English local communities in the period from the twelfth to 
the sixteenth centuries, Mr. Lipson has reached two general con- 
lusions, Which though not new as matters of belief are new as 
omprehensively demonstrated statements. In the first place, he 
shows that medieval life was nowhere uniform, and that large gen- 
ralizations need to be qualified at every turn; and, in the second 
place, that English medieval rural society was not stationary but 
progressive, and that any view to the contrary is misleading and 

true to fact. ‘The evidence upon which these conclusions aré 

ised constitutes the very fibre of his work. 

In lesser matters also he is equally enlightening and suggestive. 
\s has already been said, the best chapters are those that relate 
to towns, fairs, markets, and gilds, and in these, as in fact in all, he 
has accompanied his evidence with admirable summaries that lend 
themselves to quotation and comment. ‘The English medieval 


trowns, he Says, were characterized by ‘cohesion, self-dependency, 
ind the jealous isolation of the various municipal units,” but among 
he burgesses there seems to have been “ta genuine sense of solli- 
larity, a codperation of social and economic forces for the common 
elfare which made the English borough of the Middle Ages a 
storehouse of political ideas and a valuable school for political 
training.” Though gildship, like parliamentary representation, 
was not a privilege but a burden involving heavy responsibilities, 
the gild enactments embodied “professions of good faith and re 
gard for the common profit that were not devoid of real meaning.” 
Though the commercial relations of the time “were not interna 
tional but ultra-municipal, and each town presented to its neigh 
bors the same impenetrable front that modern nations nowadays 


exhibit towards each other,’ the situation represents but “one 
stage of social evolution to another, from the city state to the 
country state,” and discloses the early history of the industrial 
protective policy which gradually crystallized in the famous met 
antile system, an extension from a civic to a national practice. 
The disappearance of the gild merchant in the fourteenth cen 
tury was due, Mr. Lipson believes, to the rapid development of the 


craft gilds “among which the powers of the merchant gild wer 


parcelled out,” a process due, not to legislation but to the operation 
of economic forces. In like manner the craft gilds themselves were 
transformed, not as the result of the acts of 1437 and 1504, upon 
which Mr. Lipson places a new interpretation, or as a consequence 
of the legislation of the Reformation period, but by the inevitably 
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and, later, into the metropolitan export stage. These transitions 
are proven by price statistics from 1208 to 1700. On the basis of 
these price data the manorial, territorial, municipal, and central 
statutory trade policy with respect to the corn trade, internal, 
coastwise, and export, in both normal and abnormal times, is in- 
terpreted, and the rise of middlemen in numbers, function, and 
public favor is traced. ‘Thus the backbone of the book is the 
assembling and interpretation of the prices of five centuries. 

Previous authors have interpreted the corn trade from the too 
narrow statutory viewpoint alone. Professor Gras gets behind 
legislation and makes the actual conditions of the corn trade ex- 
plain the legislative program. This shift of viewpoint is the 
greatest contribution of the author. It is a study, like that of Pro- 
fessor Usher’s for France, of the origins, development, and internal 
transformations in the trade itself. These two works present a new 
phase of attack in economic history; and, if future studies prove 
is fruitful, the innovators deserve high credit. 

The author’s work in price statistics has been exhaustive and 
careful. Besides using Rogers’, Eden’s, and Houghton’s collec- 
tions of prices, he has contributed large collections for the period 
1208-1259, the half-century before Rogers’ and finds there was a 
considerable rise in prices during the thirteenth century, contrary 
to the expressed opinions of Rogers, Palgrave, and Jacob; he has 
supplemented Rogers’ entries from 1259 to 1800 with prices from 
Winchester bishopric; and has added prices for London during the 
sixteenth century. By distributing the price entries on the basis 
of natural trade and production areas he has greatly enhanced the 
value of the statistical method, increasing the validity of averages 
and showing shifts in price differentiation within districts and 
among districts and the effect of the metropolis. The only similar 
statistical method was that used by Rogers with the prices for the 
short period 1692-1703 and by Arthur Young later. 

Following the lead of Professor Gay and Mr. Lutz, the author 
has been very critical and suspicious of Rogers’ statistical methods 
and conclusions; he is shown to be inconsistent, and his averages 
faulty and conclusions often unwarranted. These three Harvard 
critics have severely shaken confidence in this too generally ac- 
cepted writer. One fact is thus strongly brought out, viz., that 
price statistics are likely to be a precarious basis from which to 
draw conclusions; only the closest consistent scrutiny of price 
sources and statistical methods, coupled with voluminous price 
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Briacs, M. Economic history. (London: University Tutorial Press. 


1915. Pp. vi, 508.) 


Crarp, E. J. Economic aspects of the war: neutral rights, belligerent 
claims and American commerce in the years 1914-1915. (New 
Haven: Yale Univ. Press. 1915. Pp. xiv, 340. $1.50.) 

Questions of international law are given prominence. The ex 
tent as well! as the economic consequences of British interference with 
American trade are exaggerated, and much of the criticism directed 
against Great Britain has a modicum of validity only because that 
country deferred placing many articles upon its list of contraband 
during the first year of war. O. M. W. S. 


DracHMANN, P. The industrial development and commercial policies 
of the three Scandinavian countries. (New York: Oxford Univ. 
Press, American Branch. 1915. Pp. 130. $1.50.) 


EaGENscHWYLER, W. Die Schweizer Volkswirtschaft am Scheideweq. 
Ratschlage zur Neu-Orientierung unserer Industrie. (Ziirich: Orell 
Fiissli. 1915. Pp. 80.) 


Kish, C. R. American diplomacy. (New York: Holt. 1915. Pp. xi, 
541, maps. $2.75; students’ edition, $2.25.) 

This is the fifth volume in the American Historical Series, edited 
by Professor C. H. Haskins. “It is not presented,” says the author 
in his preface, “as a contribution to knowledge but rather as a con 
densation of ascertained conclusions.” For students of economics 
the interest of the book lies in the emphasis given to economic fac- 
tors and in the description of the economic background of many of 
the diplomatic questions. Among the chapters that recognize these 
factors is chapter 6, which discusses the failure of the new gov- 
ernment to negotiate a commercial treaty with Great Britain at the 
time that independence was recognized or directly afterwards. The 
position of the West in the adjustment of the delicate issues that were 
left unsettled by the treaty of peace with Great Britain is brought 
out in the next chapter. A good account of American commerce from 
1808 to 1807 is given in the chapter on the Embargo, though it is 
made to appear (p. 156) that foreign interference with our trade 
began with the English Order in Council of May 16, 1806, and 
Napoleon’s decree of the following November, no mention being made 
of the British order of June, 1808, or of the French decree of 
January, 1806. 

Commerce again is allotted an important role in the determina- 
tion of various diplomatic questions regarding the Mississippi and 
St. Lawrence rivers, the Great Lakes, the Northwestern boundary. 
and Texas. An obvious slip occurs (p. 197) when the “completion of 
canals . . . from Lake Erie to the Erie Canal” is said to have dimin- 
ished the importance of the St. Lawrence problem. In the annexa- 
tion of Texas the interests of slavery are noticed, but nothing is 
said of cotton, paper money, or the Texas debt. The Oregon settle- 
ment is credited to the missionary movement on the one hand and a 

desire to make land titles secure on the other. The importance of 
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race which throughout its past has not been accustomed to steady or 
even moderately intelligent service. Out of the sum of their efforts, 
acting privately or as lawmakers arose the control of the slaves. 


Joun S. Basserr. 
Smith College. 


Herrick, C. A. Outlines of economic history. (New York: Mac- 
millan. 1915.) 


Hirst, F. W. The political economy of war. (New York: Dutton. 
1915. Pp. xii, $27. $2.) 

The title of this book by the editor of the Economist is too preten- 
tious, since it is mainly concerned with the cost of war. A general 
summary account of the growth of the public debts of various coun 
tries is the backbone of the discussion. This is preceded by a rather 
superficial account of the European wars of the eighteenth and nine- 
teenth centuries, a rather lurid though perhaps not exaggerated ac 
count of the activities of armament firms, and the generally accepted 
reasons for holding that war expenditure, so far as possible, should 
be met from taxation rather than from loans. Short final chapters 
contain a few scattered observations on some of the financial experi 
ences of the first year of the present war. The book is too extreme 
in many of its statements to be a very effective bit of peace 


propaganda. O. M. W. S. 


Krsster, O. Das deutsche Belgien. Beitraige zur Geschichte, zur 
Volkswirtschaft und zur deutschen Verwaltung. (Berlin: Siegis 
mund. 1915. 8 M.) 


Lawson, W. R. British war finance, 1914-1915. (New York: Van 
Nostrand. 1915. Pp. vi, 367. $2.) 

The author of this book, a London journalist. is obviously much 
dissatisfied with many of the economic and financial measures of the 
British government during the first year of the war. Although it is 
not stated that the various chapters first appeared as newspaper arti 
cles, they bear every earmark of that kind of writing and conse 
quently do not make a very satisfactory book. Owing to the assump 
tion that the reader is familiar with details of current events, proper 
enough in newspaper discussion, the book does not contain a sufficient 
narrative of the measures which were adopted. Analysis also is 
curtailed owing to the inveterate journalistic failing of making 
points forcibly at all costs. In short, the book is valuable mainly from 
the light it throws upon one section of British public opinion during 
the early months of the war. O. M. W. S. 


Ie Moy, A. Les cahiers de doléances d’Angers pour les états qéné- 
raur de 1789. Vol. I. (Paris: Leroux. 1915. Pp. eclxv, 418.) 


Martens, A. H. & Co. Canada as a field of investment and enterprise. 
Toronto: A. H. Martens & Co. 1915. Pp. 67.) 


Marruat, J. Village government in British India. London School of 
Economics. Studies in economics and political science, no. 48. (Lon 
don: Unwin. 1915. Pp. xix. 211. 4s. 6d.) 
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Sumner, W. G. The challenge of facts and other essays. Edited by 
A. G. Ketter. (New Haven: Yale Univ. Press. 1914. Pp. xii, 
£50. $2.25.) 

The chief question that has recurred to the reviewer in perusing 
this handsomely printed volume is, What was the use! For does 

ot every one know what Professor Sumner’s views were? To 
isk busy people of today to read old editorials on old issues seems 
, misconception of the economy of publishing. The editor has delved 
with great industry into the forgotten—obscure reviews and news- 
paper clippings and unpublished fragments, the very date of which 
can not in some cases be guessed at. 

Sumner himself said: “I have spent an immense amount of work 
on it [social science] which has been lost because misdirected. The 
only merit I can claim in that respect is that I have corrected my own 
mistakes. I have not published them for others to correct.” The 
editor says that he is convinced that “Sumner later changed his po- 
sition as to certain points.”” By what right then, are these early and 
unpublished fragments dug up? The only serious purpose that they 
can serve, beyond placing at the disposal of the many former stu- 
dents of Sumner an interesting collection of his well-known views, 
is as source material to some future historian of the evolution of 
social philosophy in America. Perhaps the most striking testi- 
monial of the greatness of Sumner’s personality is the fact that he 
was able to carry over, impressively, the hard and fast ideals of 
the Old Individualism into the era of governmental responsibility 
in social matters and of concerted coéperation of social groups for 
common ends. A. B. Woure. 


faxenos, Y. The Japan year book. Complete cyclopaedia of general 
information and statistics on Japan and Japanese territories for the 
year. Tenth annual publication. (London: Japan Year Book 
Office. 1915. Pp. 802. 8s.) 


Taytor, G. Australia; its physiographic and economic aspects. Re- 
vised edition. (New York: Oxford Univ. Press, American Branch. 
1915. Pp. 256. 90c.) 


Taytor,. R. G. Outlines of American industrial history. (Manhattan, 
Kan.: Kansas State Agricultural College. 1915. Pp. 91. 25c.) 


Tickner, F. W. A social and industrial history of England. (New 
York: Longmans. 1915. Pp. 721. $1.) 


Vocet, W. Geschichte der deutschen Seeschifffahrt. Vol. 1. Von der 
Urzeit bis sum Ende des 15. Jahrhunderts. (Berlin: Georg Reimer. 
1915. Pp. 560. 15 M.) 


Worters, F. Geschichte der brandenburgischen Finanzen in der Zeit 
von 1640-1697. Darstellung und Akten. Vol. Il. Die Zentralver- 
waltung des Heeres und der Steuern. (Leipzig: Duncker & Hum- 
blot. 1915. Pp. 599. 20 M.) 


Younc. J. T. The new American qovernment and its work. (New 
York: Macmillan. 1915. Pp. xi, 668. $2.95.) 
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to the subject and must ultimately determine the agricultural 
results in large degree. Following an account of the early explora- 
tions, is a narrative of the permanent settlements and of the de- 
velopment of pioneer agriculture, ending, for statistical conven- 
ence, With 1860. One-crop farming soon followed and this was 
levoted to wheat because of suitability to the climate, the fertility 
of the virgin soil, the agricultural machinery adapted to this crop, 
the facilities of transportation, and the mechanism of marketing, 
Jl of which made this a large cash crop, easily produced and sold. 

About 1870 mixed farming began to appear, with diversification 
of markets and the observed advantages of a more varied and inde- 
pendent production on each farm. This tendency was not dis 
credited, but only temporarily arrested by the reaction towards 
vheat farming in the last decade of the nineteenth century. after 
which agricultural changes and diversification were resumed and 
continued along inevitable lines. It must appear to one who 
studies agriculture historically that it has successive phases, vary- 
ing in details according to natural environment and artificial con- 
ditions, but fundamentally constant in each phase. The author 
cf this volume clearly indicates the steps taken by agriculture in 
Minnesota from its primitive simple form to the much more elabo- 
rate components of recent years, with diversification and rotation 
of crops, the keeping of farm animals, the growth of dairying, and 
efforts to conserve and promote the fertility of the soil. Ultimately, 
this last object must be supreme. 

It was supposed in early years that Minnesota could not be self 
supporting in agriculture, but it grew to be the chief wheat-pro- 
ducing state of the Union, at one time, and is now prominent among 
agricultural giants. It received an extension of dairying from Wis- 
consin and Iowa; from an exclusive spring-wheat crop it has 
changed largely to winter wheat in the southern part of the state; 
corn production has continuously advanced northward to the sur 
prise of every one; potatoes, oats, barley, and other crops have 
participated in the northward movement; and varied farming, 
necessitating an intelligent rotation of crops, has developed with 
accelerated speed. 

The author’s summary chapter is an admirable piece of work in 
practical agricultural economics. It contains one important asser- 
tion, however, that has never been substantiated, although popu- 
larly current since about five years ago—that “population of late 
has increased much faster than the total crop of food stuffs.” 
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roadest sense is studied. ‘lwo chapters deal with conservation of 
ineral, lumber, and water resources ; four with mineral, rural, and 
rban land taxation; and the remaining nine with the economic 
ind social aspects of land ownership and tenantry. ‘lo some of 
the chapters valuable selected bibliographies are appended. 
The discussion of causes of increase in tenantry is of particular 
interest. These are classified as current (economic, personal, and 
sociological) and historical. Increase in land values, increase in 
risks of ownership, need of more capital and consequent increase 
in interest burden are to be found in the best farming sections. 
The tendency toward the smaller sized farm is not taken as evidence 
of decentralization of ownership for there is evidence that “many 
widely scattered farms of moderate size are coming into the con- 
trol of comparatively few men.” Also the significant statement is 
made that “half of the farm lands in Texas are included in 2.7 per 


cent of the farms.” Ignorance and poor health lessen the ability 
of farmers to become owners. In three counties investigated by 
the Hook Worm Commission more than 80 per cent of the people 
examined were found to be infected; and in 26 counties more than 
half were infected. Typhoid fever is also prevalent in the rural 
districts. Social apathy has much to do with inefficiency. The 
historical causes are to be found in conditions resulting from the 
Civil War. 

Other chapters present valuable summaries of state aid to land 
purchase, the Torrens system of land registration, the economic 
effect of the Homestead law, and systems of tenancy. 

Professor Haney’s defense of the land speculator in his criti- 
cism of single tax theories is open to question. He says: 

The speculator then, is to be regarded—in so far as he is honest and 
efficient—as the agency through which society sees to it that its lands 
are used on the basis of their full value; and we must remember that 
it is possible to fell forests to make improvements on land, and to 
exploit mines too soon and too rapidly, not building for the future. 

In other words, it is good for society to give to some speculator 
the privilege of withholding from society something that belongs 
to it so that society may enjoy the good more when it can pay the 
price demanded by the speculator for the service rendered. The 
same argument would justify the owners of anthracite coal mines 
in limiting output in order to sell at “full value,” 
value; or water-power concerns in delaying development of power 
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softening of roadbeds; (7) improvement in public health, due to the 
elimination of fever and disease breeding swamps and marshes (p. 3). 

The country whose government has given the most attention to 
land drainage is Holland. Other countries for which the drainage 
situation is discussed are France, Great Britain, Ireland, Austria, 
Prussia, Russia, Denmark, Greece, Norway, Sweden, Algeria, Aus- 
tralia, and Mexico. The survey shows that European countries, 
with the probable exception of Russia, have not been backward in 
the work of swamp land reclamation by public action. 

Swamp Land Reclamation in States other than Minnesota is 
the title of the third chapter. The different states are taken up 
separately, and are considered with respect to their own particular 
problems. Florida has more overflowed land than any other state 
in the union, and is discussed first. Illinois, Mississippi, Arkansas, 
Missouri, North Carolina, South Carolina, Michigan, Wisconsin, 
California, Texas, Alabama, Indiana, Virginia, Tennessee, South 
Dakota, Iowa, Utah, Oklahoma, Colorado, Montana, and Wyom 
ing, are taken up in the order named. The greatest amount of 
reclamation work has been done in Minnesota, Illinois, Iowa, 
Indiana, and Michigan. About one sixth of the original swamp 
and of the United States has been drained. In some states the 
onstitutions expressly give the legislature power to pass acts; but 
even in the absence of constitutional authorization the courts have 
sustained legislation as a valid exercise of the police and taxing 
powers and of the power of eminent domain. 

The last three chapters are a discussion of the drainage question 
in Minnesota: The Development of Drainage Legislation ; Drain- 
ige Procedure ; Swamp Land Reclamation. Public drainage works 
already constructed have reclaimed over 7,000,000 of the 10,000,- 
000 acres of swamp lands in Minnesota originally too wet for 
cultivation. This work has been done at a cost of $13,700,000, 
or about two dollars an acre. Although the assessed benefits 
amount to $24,675,000, and show a return of about two dollars for 
every dollar invested, yet the actual direct benefit to landowners 
has been estimated at from five to eight dollars for every dollar 
expended in drainage (p. 98). 

The appendix contains: (1) drainage statutes of states other 
than Minnesota; (2) drainage laws of Minnesota; (3) drainage 
work in Minnesota; (5) authorities; and (6) table of cases. 


C. W. Wassam. 
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Manufacturing Industries 
[he Tin-Plate Industry. A Comparative Study of its Growth in 
the United States and in Wales. By D. EK. Dunpar. Hart, 
Schaffner & Marx Prize Essays, XX. (Boston: Houghton 
Mifflin Company. Pp. 133. $1.00.) 

‘The tinplate industry has received a great deal of attention both 
because of its spectacular rise in this country after the adoption 
of the highly protective duties in 1890 and because of the vicissi 
tudes which tinplate manufacturing has undergone in free-trade 
Wales after the loss of the American market. 

Mr. Dunbar, like Mr. Jones in his recently published monograph 
on the same subject, considers the changes in the technique of pro 
duction, the conditions of labor in the various branches of the 
work, and the formation of associations and combinations for the 
purpose of controlling the making and the marketing of tin plates. 
The book concludes with an analysis of the import and export 
trade and with an attempt to ascertain what light the history of the 
tinplate industry in the United States throws on the policy of “pro- 
tection to young industries.” The writer grants that high duties 
stimulated production, but he is of the opinion that the prime fac- 
tors in the wonderful development were technical progress, an effi 
cient labor supply, cheap and abundant raw materials, good organi- 
zation, and enormous markets. ‘These conclusions are undoubtedly 
correct. 

One may challenge Mr. Dunbar’s statement that the formation 
of the American Tinplate Company was due to unhealthy competi- 
tion; it was rather the desire on the part of the manfacturer to 
exploit to the full the advantages of a protected market which led 
first to “gentlemen’s agreements” and when these proved unsatis- 
factory to the consolidation of interests in the trade. Mr. Dun- 
bar’s own narrative does not bear out his statement. He adds to it 
on page 103, “to be sure not a single firm had failed in the period 
of drastic competition in the nineties and profits were still good, but 
there were altogether too many firms in the field” ; and on page 77, 
he writes, “although not a single firm had failed during this period 
of competition the falling rate of profit was not regarded with satis- 
faction by the manufacturers who made several unsuccessful at- 
tempts to stop the decline.” No manufacturers regard with satis- 
faction a falling rate of profit, but is a falling rate of profit 
identical with unhealthy competition?” Professor Taussig in 
Some Aspects of the Tariff Question, referring to the formation 
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114. (Philadelphia: American Iron and Steel Institute. 1915. 
Pp. 118. $5.) 

Catalogue of articles made in the Birmingham district. (Birming- 
ham, Ala.: Chamber of Commerce. 1915. Pp. 64.) 


Transportation and Communication 
Regulation of Railroads and Public Utilities in Wisconsin. By 
FRED L. Houmes. Appleton’s Railway Series, edited by 
Emory R. Jonnson. (New York: D. Appleton and Com- 
pany. 1915. Pp. xi, 375. $2.00.) 

As one of Appleton’s Railway Series, this book seems out of 
place. Its subject-matter covers the general field of public utili 
ties, and although there is much elementary material relating to 
.ccounting, rates, valuation, and corporation finance, the scope of 
the work, as the title indicates, is limited to a description and de- 
fense of the methods and activities of the Wisconsin Railroad and 
Utilities Commission. It can hardly be assumed, therefore, that 
Mr. Holmes’ book is meant as a scientific textbook of the character 
f Ray Morris’ Railroad Administration and Hooper’s Railroad 
{ccounting. 

Mr. Holmes, having been a member of the Wisconsin legislature 
hich framed the laws regulating public utilities, naturally claims 
too much for his state, ‘tas one of the pioneers in the field of rail- 
road and public utility regulation.” He ignores almost completely 

previous activities of the Interstate Commerce Commission and 
f the Massachusetts and New York railway commissions. Cer- 
iinly, in the matter of railroad regulation, Wisconsin has done 
ttle more than follow the methods and policies established by 
he Interstate Commerce Commission, and under existing federal 
ntrol of interstate commerce it is difficult to see how it could do 
therwise. Even the railroad valuations undertaken by Wisconsin 
since 1903 have been primarily for taxation purposes and not for 
regulation. It is Mr. Holmes’ contention that Wisconsin utility 
legislation, on the whole, has been satisfactory, and that this has 
been due mainly to the “scientific drafting of the laws.” By this 
is evidently meant the participation of the state university profes- 
sors in the preparation and in the application of the laws. The 
book mentions the valuable assistance rendered by the university 
staffs, and there are numerous quotations from utterances and 
writings of its members. 
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-ailway transportation, the author passes to a rather inadequate 
statement of the problem of regulation; and then takes up an 
xtremely sketchy account of American railway development and 
f rate-making conditions and forces. He concludes with a de- 
scription and analysis of state and federal regulation that occupies 
136 of the 223 pages of text. 

The book has no inconsiderable merits: (1) It contains a clear- 

it and fairly satisfactory statement of the economic peculiarities 
ff the railway transportation industry as leading to monopoly and 
liscrimination; and this statement is introduced at points where 
t throws light on the problem. It is surprising how few of those 
who know that railways are natural monopolies are able to tell 
eractly the reason for the faith that is in them. (2) The book 
presents a good discussion of reasonable discrimination and its 
difference from unreasonable discrimination. (3) The author is 
ble to include brief discussions of such recent events as the Minne- 
sota rate case and the Shreveport case. (4) There is a useful 
survey of state public utility laws extending through the year 
1913, and making up about 15 per cent of the book. This last 
ontribution, however, has for some time been available to American 
students in an article on “Commission regulation of public utili- 
ties,” written by Professor Sharfman for the Annals of the Ameri- 

in Academy. 

Quotations from Hadley, Ripley, Hammond, the courts, and 
irticles by Professor Dixon and Mr. Coleman are abundant. The 
hook strikes one as being pretty mechanical in make-up and scrappy 
n treatment. The ill effects of the scrappy treatment appear in the 
nadequate discussion of valuation. As nearly as one can make out, 
the author favors cost of reduplication as the best basis, though 
one can not be certain, for he appears to have “cost of reduplica- 


tion” confused with “present value.” 

In the main, the book is logically sound enough, but several points 
should be queried: On page 19 it is implied that competition is 
the normal condition in all manufacturing industries. On pages 
72, 73, and 80, the author argues that classification is distinct 
from tariffs, and that “value of commodity” or “what the traffic 
will bear” is the basis in the former, and distance or cost in the 
latter. To the reviewer the distinction seems too sharply drawn. 
On page 100 it is said to be impossible to consider investment in 
iudging the (absolute) reasonableness of particular rates, and 


elsewhere the impracticability of basing rates upon cost is asserted. 
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Parliament towards the movement. ‘This attitude, he establishes, 
has never been one of definite condemnation of amalgamation, 
though it has been one of apprehension. 

The recommendations of the Gladstone Committee of 1844 re- 
garding state purchase are given considerable attention, perhaps 
on the ground that state purchase is but a supreme example of 

malgamation. ‘The treatment here is not altogether satisfactory 
is it is not made clear that neither the appointment of that com 
mittee nor the passage of the pu. chase act of 1844 in any way in 
dicated a contemplation of state purchase by Parliament, the act 
itself being apparently regarded as a formal reservation of Parlia 
ment’s rights and not as a declaration of policy. 

The difficulties under which the Board of Trade labored in mak 
ing effective the powers over railways given to it by the acts of 
1840 and 1842 are brought out very vividly, but it is doubtful 
whether the author is justified in accepting, without important 
modification, the parallel that Hadley draws between the powers 
of the board and of the Massachusetts Railroad Commission of 
1869. Where the board failed was hardly “where the Massachu 
setts Commission succeeded,” for in several respects there was a 

ore or less continuous and successful development of Board of 
Trade control from this time onwards, but it was in the attempt to 
use it as a kind of executive committee of Parliament when that 
hody was not ready to surrender its direct and detailed supervi 
sion of these matters. This difficulty the Massachusetts commis 
sion did not have to face. 

In discussing the Caldwell legislation of 1854, Mr. Cleveland- 
Stevens urges that if Caldwell’s original bill, providing, among 
other things, for the authorization of working agreements by the 
Board of Trade, had been accepted, “a fairly harmonious and com- 
prehensive railway system would have resulted: . . . the shifting 
and ill-considered legislation which is a necessary consequence of 
Parliamentary control would have been avoided.” He admits that, 
on the other hand, a bureaucratic control, hampering development, 
might have grewn up, but he fails to make clear how serious an 
evil this might have become. 

The amalgamation campaign of the railways in 1872 is graphic 
ally depicted and his estimate of the work of the Joint Select Com 
mittee of that year is a just one. As he points out, the report of the 
committee was a sober, reassuring document, declining to con- 
demn amalgamation but providing material for the consideration 
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Garrison, f. R. Publication and filing of tariffs. (Chicago: LaSalle 


Exten. Univ. 1915. Pp. v, 160.) 


GartNer, K. K. Gartner’s notes to the Interstate Commerce Com- 


mission reports, vols. 1-80. (Louisville, Ky.: Baldwin Bk. Co. 
1915. $15.) 


Hsu, M. C. Railway problems in China. Columbia University studies 


> 


in history, economics, and public law, vol. LXVI, no. 2. (New York: 
Longmans. 1915. Pp. 184. $1.50.) 

The Chinese nation, in its railway building, has been driven by 
its inexperience and want of suitable business organization to rely 
upon the aid of foreigners, in many instances almost devoid of good 
faith. Mr. Hsu has well described his country’s plight and the 
process by which competition among the foreigners and growth of 
knowledge and experience in China has begun to give some degree of 
relief. He has also brought out clearly the exceptionally striking 
influence exerted by railways upon the whole national life, not only 
after they have been built but even by anticipation, as government 
has been shaped by the popular consciousness of an importance yet 
to be realized (pp. 128-129). 

An especial advantage of this monograph over other books on the 
subject is the author’s acquaintance with Chinese sources and, cor- 
respondingly, his ability to present sympathetically the Chinese view 
of the controversial points of which the subject in so large part 
consists. 


A. P. Winston. 


ercHuM, E. S., editor-in-chief. Traffic geography. (Chicago: 


American Commerce Association. 1915. Pp. xxxv, 321.) 

A series of 25 handbooks is to be issued by the American Commerce 
Association as its “Traffic Library,” of which this is the first vol- 
ume. Traffic information will be presented under the following 
leading divisions: traffic geography; principles governing freight 
charges; preparing, routing, and tracing shipments; the interstate 
commerce law and procedure; principles governing the adjustment of 
charges; loss, damage, and overcharge claims; traffic department 
organization and management; and export and import shipping. 
The complete work will embrace about 5000 pages of text, fully 
indexed, and is expected to be of special service to traffic directors 
of big concerns. 

This volume on Traffic Geography covers a variety of topics. The 
first eight chapters, more than half the book, constitute an interesting, 
though at times elementary, treatment of certain aspects of economic 
geography. Thus, there is a consideration of the origin and nature 
of commerce, the relation of transportation to industry and com- 
merce, the factors controlling industry and commerce, the natural 
physical divisions of the United States, the geographical distribution 
of the principal natural products of the United States, the factors 
controlling the location of industries, the leading commercial centers, 
and the factors which develop traffic flows. The remainder of the 
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the local market, compressing and transportation to interior points 
of concentration and to ports, sale to domestic mills or exporta- 
tion, and the fixing of prices. Then, after a digression into the 
subject of “futures” and their effect on the “spot” prices of grain 
and cotton (ch. 7), live-stock, wool, tobacco, and fruit are traced 
through the successive steps in their marketing. The account is 
completed by chapters or commercial inspection and grading, the 
financing of crops, and other related subjects. 

The detailed description of marketing processes is of chief in 
terest. The author has pieced together information from many 
sources, always with full credit, and, by the bibliographies at the 
close of the various chapters, has cleared the way for further 
study. Facsimiles of numerous forms in use by elevators, inspec 
tors, compress companies, and others are helpful. The treatment 
is eclectic, rather than critical; the multiplicity of detail, rapidly 
enumerated, detracts from clearness. This defect is especially 
pronounced in chapter 2, dealing with the classification of agri 
cultural markets and marketing processes, where the impossible 
task of tracing the normal methods of handling diverse products 
is attempted. Frequent statements like the following occur: “Th 
functions of the central markets for farm products vary in detail 
but may be generally summarized’”’—sometimes under as many as 
ten heads. The usefulness of the work will doubtless be found 
greater for reference than as a textbook, for which, the author 
states in the introduction, it is especially designed. 

The recent increase in grain exports from the United States is 
ittributed to the European war (p. 61), without reference to the 
increase of 128 million bushels in the wheat crop of 1914, which, 
coming after a full crop, would explain most of the gain of 167 
million bushels in the exports for the year ending June 30, 1915. 
The war is probably more responsible for the enhanced value than 
for the enlarged quantity. Galveston, with wheat exports exceeding 
those of New Orleans last year and only one or two million bushels 
less than New Orleans in the two preceding years, can scarcely be 
classed among the “minor grain-shipping ports” (p. 60). The 
table of cotton statistics (p. 117) could with advantage be com 
pleted by a line showing the imports into the United States. The 
imports of “clothing” wools (Class 1) in 1913 were 67,239,000 
pounds, instead of 29,937,000 pounds (p. 206). Hides were placed 
on the free list by the tariff act of 1909 and continued there by the 
act of 1913 (p. 385). These minor points of criticism do not seri 
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regarding the public indebtedness, foreign commerce and railway 
development of the South American republics. (New York: Na- 
tional Foreign Trade Council, 64 Stone St. 1915. Pp. 21, 55. 
25c.) 

Vavigation laws of the United States, 1915. (Washington: Dept 
Commerce. 1915. Pp. 585. $1.) 

Methods of wholesale distribution of fruits and vegetables on large 
markets. Dept. Bull. 267. (Washington: Office of Markets and 
Rural Organization. 1915. Pp. 28. 5c.) 


Accounting, Business Methods, Investments, 
and the Exchanges 
Principles of Cost Accounting. By Joun Raymonp Wi LpMan. 
(New York: New York University Press. 1914. Pp. 96.) 
Llementary Accounting Problems. By Joun Raymonp WILDMAN. 
(Brooklyn, N. Y.: The William G. Hewitt Press. 1914. 
Pp. x, 218.) 
Principles of Accountimg. By Raymonp WitpMan. ( Brook- 
lyn, N. Y.: The William G. Hewitt Press. 1914. Pp. 357.) 
These three books by Professor Wildman have grown out of his 
experience as a teacher of accounting in the New York University 
School of Commerce, Accounts and Finance. Except for the Princi 
ples of Accounting they are intended as general reference books. 
The first is a concise statement of the underlying principles that 
are fundamental to cost accounting. In 96 pages the author gives 
: clear-cut statement of the purposes, the chief problems, and the 
usual solutions of cost accounting. There is a noticeable absence of 
padding by insertion of forms and discussion of incidental ques- 
tions, so commonly found in books on this subject. For the prac- 
tical man who is uninitiated in the subject of cost accounting, or 
as a text for the student, this little book will be found valuable. 
The second volume of the series, Accounting Problems, is in- 
tended as a piece of pedagogical mechanism, and aims to develop 
through the use of problems the main principles of accounting. 
It sets forth concrete, hypothetical situations presenting the neces- 
sity for accounting analysis, varying from a simple determination 
of prefits by the asset and liability method for a business keeping 
only single entry books to a statement of realization and liquida- 
tion in the case of dissolution of a corporation. The problems, 26 
in number, are evidence of the pedagogical skill of the author. 
They call for the application of the principles of accounting 
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the watchman at the factory is not charged to insurance nor 
ited as a deduction from income, because “no money is invested 
the watchman, and, therefore, there is no expense which can 
traced directly to capital.” ‘Taxes are included in this group 
reason “that they are likewise paid for the protection of 
ipital.”” For an author who has so keen an appreciation as Pro 
sor Wildman of the fact that all accounting principles must be 
istified by the purposes which accounting is intended to serve, and 
ill classifications and subdivisions must find their reason for 

g in the same cause, such analysis as the above is unfortunate. 
Che chapter on depreciation is valuable because of its legal 
rences showing the development of the present attitude of the 


urts on this question. ‘The chapters on reserves and on prepara 


Ol 


financial statements are especially good. 


Davin Fripay. 
University of Michigan. 


tdvertising. Its Principles and Practice. By Harry ‘Tipper, 
L. Hotiincsworru, Grorce Burron Horcukiss, and 
Frank Atvan Parsons. (New York: The Ronald Press 
Company. 1915. Pp. xi, 575.) 
lhe Business of Advertising. By Earnest Caukins. (New 
York: D. Appleton and Company. 1915. Pp. xvi, 363. 
$2.00.) 
lhe Elementary Laws of Advertising and How to Use Them. By 
Henry S. Buntine. (Chicago: The Novelty News Press. 
1913. Pp. viii, 188.) 
lvertising. Selling the Consumer. By Joun Lez Manin. (New 
York: Doubleday, Page and Company for The Associated 
Advertising Clubs of the World. 1914. Pp. xviii,. 260. 
$2.00.) 
lhe New Business. By Harry Tipper. (New York: Doubleday, 
Page and Company for The Associated Advertising Clubs of 
the World. 1914. Pp. xv, 391. $2.00.) 


Of these books, the first three may be classified as technical 
treatises on advertising. They appear to be excellent in their field. 
It does not lie within the province of the economist, but rather in 
that of the psychologist or the advertising expert, to pass upon 
the technique with which they concern themselves. The Tipper 
Hotchkiss-Hollingsworth-Parsons book and the Calkins book may 
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scientific investigator to find for himself a reasonably circum- 
scribed topic of research, and to mature conclusions much needed 
in the formation of an intelligent public opinion. 

Epwarp D. Jones. 


Principles of Depreciation. By Ear A. Saviers. Ronald Ac- 
counting Series. (New York: The Ronald Press Company. 
1915. Pp. 200. $2.50.) 


This book is exceedingly difficult to evaluate satisfactorily. It 
(ollows in the main the ideas and classifications generally accepted 
ly the accounting profession, and will doubtless be favorably re- 
ceived by American professional accountants. It is the first 
comprehensive work on depreciation presented by an American 
writer, and for this reason alone is interesting. It will be useful 
as a handbook or as an introductory textbook, and it will serve in 
further emphasizing the importance of regular depreciation allow- 
ance in industrial management. 

There are 16 regular chapters, an additional chapter explaining 
the use of logarithms, one giving a selected bibliography on de- 
preciation, a detailed table of contents, and a fairly adequate index. 
The principal text is divided into three parts: I, Theory; I, 
Practical Applications ; III, Determining the Depreciation Charge. 
Part I (5 chapters) takes up in turn the character of industrial 
plant, analysis of hydro-electric plant, plant register, deprecia- 
tion reserves versus depreciation funds, and depreciation and 
efficiency. Part II (4 chapters) covers regulation by court and 
commissions, the income tax, valuations, and land in valuations. 
Part III (7 chapters) takes up the methods of depreciation, the 
straight line method, the reducing balance method, the sinking fund 
method, the annuity method, the equal annual payment method, 
and the unit cost method. 

The author’s general view of depreciation is expressed most 
clearly in the following passages: The “loss of value, whether 
tangible or intangible in form, resulting from physical decay, or 
from obsolescence or inadequacy, which indicate functional decay, 
is known as depreciation” (p. 22). “Depreciation charges are 
adjustments made at the end of a period to remedy discrepancies 
between book accounts and the things whose values they indicate” 
(p. 49). “Two different things should be done, viz.: (1) write 
down book values to actual values, carrying the amount written 
off to the Profit and Loss account, and (2) provide funds to re- 
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of the plant and would make the burden too heavy in the later 
years, yet, if we seek actual value, then in so far as book items 
may be adjusted to real values, it presents the facts more ac- 
curately than any other method. If we were to assume a large, 
free market for second-hand plant, we should find that unit values 
diminish in increasing proportion with age. This is due to the fact 
that at every point the value of a unit would be equal to the dis- 
counted net future earnings that it represents; thus the decline in 
value would augment from year to year. ‘This fact appears clearly 
in the valuation of bond premiums. 

The question may be raised whether the accepted practice in 
depreciation accounting, even if not directly admitted in discus- 
sion, is anything more than a method of distributing recurring 
plant costs to the operating account of the business? Does the 
author really mean to show actual unit values? Ideally, of course, 
it appears attractive to base depreciation on values and thus really 
keep 


be difficult to carry out, and it is questionable whether it would 


‘capital” intact. Practically, however, such procedure would 


serve as good a purpose as the mere distribution of costs. Of 
course, the procedure adopted must depend on what one wishes to 
show. The primary purpose, however, is usually to show costs— 
actual investment and actual expense of operation—and therefore 
the basis of depreciation charges should be cost. This view is 
usually followed, and in public utility accounting it would seem to 
be dictated by desirable public policy. In unregulated business, 
however, adjustments might well be made to indicate also the actual 
values in the concern. 

The author has attempted too much in the compass of his little 
book, and consequently has presented an inadequate treatment of 
much of his subject-matter. This criticism appears particularly 
true of his classification of hydro-electric plant, his survey of Eng- 
lish income tax decisions, his review of American court decisions on 
depreciation, and more especially of his discussion on valuation. 
Joun Baver. 
Cornell University. 


Business Economics. By Ernest L. Bocarr. (Chicago: La Salle 
Extension University. 1915. Pp. viii, 268.) 

The word economics usually implies a treatise covering at least 
the fundamentals of economic science. One would therefore ex- 
pect to find in this textbook—for it is professedly a textbook— 
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Germany was the first country to introduce the principle of compul- 
sory accident insurance in 1884. Employers are then organized 
into associations and sections and are compelled to bear the expense 
of granting compensation to injured workmen, which compensation 
amounts to about two-thirds of their average wages. In 1897 Eng- 
land, by the passage of the workmen's compensation act, adopted the 
principle “that a workman is entitled for all accidents of occupation 
to a moderate and reasonable compensation.” 

Nothing that precedes or follows this quoted passage gives a 
clear idea of what a system of compensation or social insurance 
really is. The same criticism applies to other topics. 

The book contains some excellent chapters and is on the whole 
well written. It is unfortunate that the author did not confine him- 
self to a narrower range of topics or was not allowed more ample 
space. 

W. Doren. 

Massachusetts Institute of Technology. 


Scientific Management. A History and Criticism. By Horace 
Booxwatter Drury. Columbia University Studies in His- 
tory, Economics, and Public Law, Vol. LXV, No. 2. (New 
York: Longmans, Green and Company. 1915. Pp. 222. 
$1.75.) 

Industrial Organization and Management. By Hveo Dremer. 
(Chicago: LaSalle Extension University. 1915. Pp. 284.) 

Written from the economist’s point of view, Mr. Drury’s book 

is an objective analysis of scientific management in the endeavor 
to trace its inception and growth and to discover its place in the 
general economic progress of society. The genesis of scientific 
management is found in systems of wage payment—Mr. F. W. 
Taylor himself once referred to his system as a piece-rate system ; 
and it is inferred that scientific management is an outcrop from 
economic conditions arising out of the Industrial Revolution. The 
author discusses different wage systems and profit-sharing plans, 
and shows why scientific management had to grow from a pay- 
ment system into a science which includes other phases than wage 
payment. There are also included biographical sketches of the 
leaders in the movement, giving their contributions to its 
development. 

While the criticism indicates that the author has had no exten- 
sive first-hand experience in management, it is objective, impartial, 
and interesting. It analyzes scientific management and studies the 
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collective bargaining; and shows that those who are working 
under scientific management are in favor of it—that agitation 
against it is due to the leaders of organized labor. Mr. Drury 
thinks coéperation between scientific management and organ- 
ized labor possible through collective bargaining. The reviewer 
knows that it was suggested to Mr. Taylor that coéperation be 
established, on the basis of the preferential shop; but that Mr. 
Taylor’s viewpoint was that there could be no coéperation until the 
leaders of organized labor should see the economic error of the 
policy of restricting output. 

The author concludes that it is not safe to abide in the hope of 
truism on the part of factory managers; that finally there must 
be recourse to collective bargaining, and a recognition of the dif- 
ferent relations of the employer and the worker to the profits 
of business. 


Mr. Diemer’s Industrial Organization and Management is a 
textbook, evidently prepared for the college student, as it covers a 
broad field, including organization, plant, purchasing, storekeep- 
ng, operating, cost-keeping, accounting, etc. The treatment given 
each phase is necessarily brief. The book is well illustrated with 
photographs, typical forms, etc., and each chapter is followed by 
test questions for use in discovering the student’s grasp of the 
material presented in that chapter. 

Lack of space prevents an exhaustive exposition of principles 
and reasons for all the statements made, but still the book is not 
dogmatic; the author rather assumes general agreement with his 
conclusions, presenting them for absorption by the student. The 
result should be the development in the student of an admirable 
viewpoint. 

It is apparent that the author favors scientific management 
and the Taylor system in particular. He deals sharply with 
critics of scientific management, particularly with those whose 
criticisms are superficial and not based on careful thought. There 
is a clear presentation of the elemental principles of scientific man- 
agement and a description of the operation of the Taylor system. 
There is a very interesting presentation of the fact that science 
has no motives, which leaves it to be inferred that scientific man- 
agement is not, in itself, a panacea for the ills of industrialism, 
but in the hands of the honest, “square” employer is a most val- 
uable tool for the work of increasing productivity and efficiency. 
The chapter on time study is an excellent introduction to the 
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Mr. Blanton has gathered together and presented in logical order, 
and in non-technical language, the various functions of the credit de- 
partment, including collection procedure, and the qualifications re- 
quired in the man whose work it is to preside over this important 
department of business. The subject is discussed almost wholly 
from the viewpoint of the wholesaler, only one chapter being de 
voted to bank credit. An appendix contains the text of the national 
bankruptcy act. 

In his description of the interchange of ledger experience, the 
author rightly emphasizes the value of this source of credit infor- 
mation, though he fails to mention the drawbacks and difficulties ex- 
perienced in the operation of a system based upon clearing. It is 
readily seen that where the number of participating members is large, 
the burden placed upon such members in answering inquiries quickly 
becomes onerous. This, in fact, is the weakest point in the system 
which the author commends and which he identifies with a certain 
agency employing the interchange of ledger experience methods. 
The comparison which the author makes between this ageney and 
the two old and well-known commercial agencies, Dun and Brad- 
street, is rather unfavorable to them and not wholly fair in that it 
is made to appear as though they did not include trade investiga- 
tions in their system of credit investigation. 

The usefulness of the work would unquestionably have been in- 
creased if, for the sake of the novice in credit management, the 
author had given more space to the analysis of credit reports in 
cluding a fuller discussion of the credit seeker’s financial statement. 

Lee GaLLoway. 


Botton, R. P. Power for profit. Principles governing the use of 
machinery and labor in modern buildings. (New York: The DeVinne 
Press. 1915. Pp. 209.) 


Broaker, F. The American accountants’ manual, vol. 1. Examination 
questions prepared by the state board of examiners of expert public 
accountants appointed by the board of regents of the University of 
the State of New York . . . together with answers in concise form, 
further elucidated by author’s commentaries upon the technique and 
expression of modern accountancy. (New York: F. Broaker. 1915. 
Pp. xlv, 210.) 

Cray, P. Sound investing. (New York: Moody Mag. & Bk. Co. 


1915. $2.) 


Copy, S. How to deal with human nature in business; a practical 
book on doing business by correspondence, advertising, and salesman 
ship. (New York: Funk & Wagnalls. 1915. Pp. xx, 488. $2.) 

Detsripce, C. L. Delbridge wholesaler’s calculator; 1/8th of 1c to 5c, 
by eighths; showing the value of any number of pounds, yards, gal- 
lons, bushels, work-hours, pieces, or other units from 1 to 200,000 
with equivalents at top of page, per hundred and per ton. (St. 
Louis: Delbridge Co. 1915. Pp. 44. $5.) 
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finance have been too prone to make generalizations based on ob- 
servation limited to present-day American practice. A comparative 
study is of real value to one who wishes to escape a provincial view 
of corporation finance. But there is no reference to foreign practice 
in the entire collection. Henry Ranp Hatrievp. 


Gown, E. B. The executive and his control of men. A study in per- 
sonal efficiency. (New York: Macmillan. 1915. Pp. xv, 349. 
$1.50.) 


Hanus, J. J. Ginners’ rapid calculator and quide to correct figuring of 
amount of seed, its value, the charge for tolls on picked cotton, lint 
cotton and burr or bolly cotton. (Dallas, Tex.: Dorsey Co. 1915. 
Pp. 183. $5.) 


Harvey, R. S. and Braprorp, E. W. A manual of the Federal Trade 
Commission. (Washington: John Byrne & Co. 1916. Pp. 500. 
$5.) 

Hess, H. W. Productive advertising. (Philadelphia: Lippincott. 
1915. Pp. xv, 358, illus. $2.50.) 


Horcunin, W. R. The manual of successful storekeeping. (Garden 
City, N. Y.: Doubleday, Page. 1915. $10.) 
Hoxre, R. F. Scientific management and labor. (New York: Apple- 
ton. 1915. Pp. 302. $1.50.) 
To be reviewed. 


Ketcuum, E. S., editor. The traffic library. Pt. II. Classification of 
property, application of principles. (Chicago: American Commerce 
Assoc. 1915. Pp. xviii, 323.) 


Lapp, J. A. and Morr, C. H. Learning to earn. A plea anda plan for 
vocational education. (Indianapolis: Bobbs-Merrill. 1915. Pp. 
421. $1.50.) 


Locxwoop, J. H. The creation of wealth; modern efficiency methods 
analyzed and applied. New edition. (Indianapolis: Bobbs-Merrill. 
1915. Pp. 225. $1.) 


Micuir, T. J., editor. A treatise on the law of carriers. (Charlottes- 
ville, Va.: Michie Co. 1915. 4 vols. $26.) 


Montcomery, R. H. Auditing: theory and practice. New edition. 
(New York: Ronald Press. Pp. 900. $5.) 

Material on the income tax occupies 100 pages. It is arranged 
in the order of making up returns required by the Treasury De- 
partment and is thoroughly indexed. Defects of the present law 
are explained. Obligations of individuals and corporations and also 
allowable deductions are taken up in detail with reference to the 
latest rulings. 


Morse, P. & Co. Interest tables. (New York: Perley Morse & Co 
1915. Pp. 29. 50c.) 


Newnatt, G. The distribution of estates of deceased persons in 
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Custom house guide: 1915-1916; location of general order stores and 
warehouses, steamship lines and piers, cargo districts, legal rates of 
storage; directory of departments, etc. Thirty-third edition. (New 
York: H. D. Chapman, 14 Reade St. Pp. 320. $1.) 

Fundamental investment principles. (Chicago: Investors Pub. Co 
1915. $2.) 

How to chart your business. (Chicago: Chart Stationery Co., 1015 
Monroe Bldg. 1915.) 

Lectures in the forum in industrial journalism at New York Univer- 
sity, season of 1915, under the auspices of the New York Trade 
Press Association. (New York: Advertising & Selling Mag. 1915 
Pp. 130. $1.) 

The library of factory management. Vol. III. Materials and sup- 
plies. Vol. V. Operation and costs. Vol. VI. Executive control 
(Chicago: A. W. Shaw Co, 1915. $3 each.) 


Mechanics’ lien laws of Minnesota, Iowa, North Dakota, South Da 
kota, with explanatory remarks and suggestions. (Minneapolis: 
Northwestern Lumbermen’s Assoc. 1915. Pp. 44.) 


Pennsylvania tax free bonds, classified. Seventh edition. (Philadel- 
phia: Barclay, Moore & Co. Oct., 1915. Pp. 44.) 


Zellers-Meyer interest calculator, maturity calculator and year cal- 
endar. (Hooper, Nebr.: The Zellers-Meyer Co. 1915. Pp. 27. 
50c.) 

Capital and Capitalistic Organization 

The Trust Problem. By Epwarp Dana Duranv. (Cambridge: 
Harvard University Press. 1915. Pp. 145.) 

The Anti-Trust Act and the Supreme Court. By Witu1am How- 
arD Tarr. (New York: Harper and Brothers. 1914. Pp. 
133. $1.25.) 

Trusts and Competition. By Joun Frankutn Crowe (Chi- 
cago: A. C. McClurg and Company. 1915. Pp. 191. $0.50.) 

Of these three contributions to the literature of the trust prob- 
lem, the first two deal with the relationship of the government to 
the trusts, while the third is a general discussion in condensed form 
of industrial monopolies. Dr. Durand’s book—the outgrowth of 

a series of lectures originally given before the students of Harvard 

University—is easily the most far-reaching as well as the most 

philosophic discussion of the questions connected with government 

regulation of trusts that has appeared in recent years. For this 
task the author possessed unusual qualifications. His training as 
xn economist gave him the necessary intellectual equipment to 
analyze the problem into its constituent parts. His experience in 
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the railway traffic cases. A third section reviews the decisions in 
the Standard Oil and Tobacco cases, and holds that as a result of 
the promulgation of the “rule of reason” the statute has again 
been brought into conformity with the original principles of the 
common law. The author is a firm believer in the efficacy of the 
procedure in equity as a method of enforcing the anti-trust laws 
and furthermore contends that serious dangers would result from 
the use of the drastic methods so often advocated. The case for the 
Sherman act as interpreted by the decisions of the Supreme Court 
during the period 1910 to 1914 is presented with a full knowledge 
of the legal principles involved and a cogency that must command 
the attention of every student of the question, whether he be an 
economist, a statesman, or a lawyer. Nevertheless, it is to be ob- 
served, the author’s conclusions are at direct variance with those 
reached by Dr. Durand. 

The third book is an analysis of the trust régime, rather than a 
constructive program for the control of industrial consolidations. 
It is therefore broader in its scope, aiming to present in brief but 
logical form the issues involved in “big business” and “to induce 
straighter thinking and sharper discrimination in the considera- 
tion of public questions.” It is not philosophical, like Durand’s ; 
it is not legal, like Taft’s; it is analytical and informatory. As 
one would expect from an editor of the Wall Street Journal, the 
author sees in the great combinations a natural, logical evolution, 
but at the same time the inequitable practices and dangerous ten- 
dencies that naturally attend their development. On the whole 
one must conclude that Dr. Crowell, unlike Dr. Durand, is inclined 
to believe that the elimination of special privileges and unfair 
practices would prove a fairly workable program. Unlike Mr. 
Taft, however, the author is a firm believer in the desirability of 
supplementing the judicial control exercised through the Supreme 
Court by administrative control through the Federal Trade 
Commission. 

While it is always easier to criticise than to construct, attention 
may properly be called to certain faults and discrepancies, such as 
attributing to trusts a dominant position in certain fields of ser- 
vice (p. 2) and later affirming that these organizations derive their 
power to exploit the market from their charters or from contracts 
with competitors (p. 66). In crediting to the New Jersey anti- 
trust law of 1913 the most elaborate definition of the trust, the 
author is in one sense strictly accurate; and yet in justice he 
should have directed attention to the fourteen states that have 
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usual trend of judicial opinion in North Carolina and is perhaps 
too apt to quote the leading but ambiguous opinions in Warren v. 
Pim as a basis of the New Jersey law. As a whole, he seems to 
agree that voting trusts are becoming recognized by the courts as 
legitimate means of registering the will of the majority and are not 
in opposition to the common law doctrine regarding restraint of 
trade; and he notes that two states, New York and Maryland, have, 
in fact, enacted statutes under which voting trusts may be created. 
As noted before, the book is a permanent contribution to a scien- 
tific study of corporation finance. Because of its general excellence 
it is a pity that the style is not better. Throughout, the author 
fails to differentiate between the significant and the exceptional. 
The plan of the forest is lost in the multitude of trees. At one 
time he follows the chronological order of development, then 
switches, even within the same paragraph, to the logical order. 
Even when stating a sequence of historical facts (pp. 4-10) he 
moves forward and backward in most perplexing fashion. His 
chapters lack unity—particularly the one dealing with the Law of 
Voting Trusts. A prefatory chapter stating clearly the develop- 
ment of the voting trusts from the days of the Central Vermont 
and the first reorganization of the New York and Erie to present 
forms, such as the Buffalo and Susquehanna Railroad Corporation, 
would have added greatly to the value of the work from the point 
of view of constructive scholarship. 

The sober, judicial, and balanced point of view and manner of 
expression is in sharp contrast to the flamboyant generalizations 
so frequently met with. Mr. Cushing finds “that the substantial 
advantages which voting trusts have produced certainly outweigh 
any criticisms to which they have been subjected.” Yet contrast 
the unsupported dictum of Samuel Untermeyer (A Legislative Pro- 
gram, p. 25): “They [the voting trusts] have been impressively 
imposed by large interests upon a prostrate defenseless property 
in course of reorganization when the interests were scattered, un- 
able to protect themselves.” Or, again, in the report of the so- 
called Pujo Committee, which received, because published by the 
sanction of Congress, a widespread hearing. Few branches of 
economic study are more prone to unenlightened and mischievous 
misrepresentations than corporation finance, and all serious stu- 
dents of the subject have been placed under deep obligation to Mr. 
Cushing for his painstaking study. 

Artuur S. Dewine. 
Yale College. 
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voted to the discussion of the “responsiveness of legislatures and 
courts to the newer demands,” and a third to the police power. A 
large part of the volume is occupied by selections treating of the 
relation of corporations to the government. The general section on 
corporations deals with the problems of corporate abuses, the pro- 
posal for uniform legislation, federal control, monopolies, and, 
finally, public utilities. This last is directly connected with the fol- 
lowing section which takes up in a series of articles the various 
aspects of regulation of public utilities by boards and commissions. 
The selections upon labor fall into three groups—labor laws, em- 
ployers’ liability and workmen’s compensation, and labor unions. 
Several articles upon federal control of commerce and industry 
together with excerpts from senate committee testimony relative to 
the amendment of laws regulating corporations, and a reprint of 
Clayton and Federal Trade Commission acts, conclude the volume. 


H. R. Tospat. 


Tuomprson, S. D. Commentaries on the law of corporations of Seymour 
D. Thompson and Joseph W. Thompson. Vol. VIII. (Indiana- 
polis: Bobbs-Merrill. 1915. Pp. 911. $6.50.) 


Compilation of laws of the state governing railroads, grain ware- 
houses, express, telephone, telegraph, gas, light, heat and power 
companies, storage warehouses and commission merchants, together 
with the rules adopted by the Board of Railroad Commissioners re- 
lating to public utilities; defining the powers and duties of the board. 
(Bismarck, N. Dak.: Board of Railroad Commissioners. 1915. Pp. 
156.) 


Facts on municipal ownership in 268 American towns and cities. (Chi- 
cago: Public Service Pub. Co. 1915.) 


Labor and Labor Organizations 
NEW BOOKS 


Butktey, M. E. Minimum rates in the boxmaking industry. Studies 
in the minimum wage, no. 3. (London: Bell. 1915. 1s. 6d.) 


Cote, G. D. H. Labour in war time. (London: Bell. 1915. Pp. 
viii, 316. 2s. 6d.) 

The aim of this book is to give a brief account of the manner in 
which the war has affected English labor and of the industrial 
problem to which it has given rise. The author maintains as a gen- 
eral principle that it is the duty of labor during a war which threat- 
ens the national security to come to the country’s aid. The workers 
must not take advantage of the situation to attack capitalism, as was 
advised by the Internationalist Socialist Congress of 1907, since to 
do so would be to hamper the nation in the conduct of war. On the 
other hand, labor must see to it that the status quo is maintained be- 
tween labor and capital. Accordingly, it must resist all attempts 
to weaken the position of the laborer. In the light of this principle, 
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library, no. 10. (London: Collins Clear-Type Press. 1914. Pp. 
264. 1s.) 

Though well meant, this is not a very original or illuminating book. 
It is intended to clear up the labor problem or, as the author puts it, 
to discover “terms on which both employers and employees may be 
reasonably asked to give willing service to the community.” The 
author’s conclusions are based entirely upon the permanency of our 
present industrial system, modified slightly to secure a somewhat 
more equitable distribution of incomes. He arrives at the conclusion 
that “fair wages” are “what the industry will bear.” They should 
be not so low as to sustain inefficient businesses, but not so high as 
to “drive capital and enterprise out of the business.” The state and 
municipalities should pay high wages, but must guard against “an 
insidious form of inefficiency,” which arises when men are secure in 
their positions and advance is more or less automatic. The state reg- 
ulation of wages is found to be “difficult’’ in our complex industries 
of today, but for certain classes of workers it is quite possible and 
even desirable to limit by law the right to buy labor in the cheapest 
market. In preparing an industrial policy, the author discovers that 
“the present lag in wages” (in England before the war) is due to a 
lack of capital resulting from a restriction of saving, which process is 
hastened by inheritance taxes, which take away capital and spend it 
as income. The author favors greater publicity in business, stricter 
regulation of the finances of corporations, better education for wage- 
earners, the state enforcement of minimum or standard conditions, 
investigation of labor disputes, and in general “the equalizing of 
opportunities.” Water E. Weyt. 


Lupwie, J. Die wirtschaftliche und soziale Lage der Wanderarbeiter 
im Grossherzogtum Baden. (Karlsruhe: G. Braun. 1915. Pp. 
viii, 186.) 

Sears, W. L. Administration of public employment bureaus. (New 
York: Adams & Grace Co. 1915. Pp. 15. 10c.) 


Worman, L. The boycott in American trade unions. Johns Hopkins 
studies in historical and political science, series XXIV, no. 1. (Bal- 
timore: Johns Hopkins Press. 1916. Pp. vii, 148.) 

To be reviewed. 


ZIMMERMANN, W. Der Krieg und die deutsche Arbeiterschaft. (Jena: 
Fischer. 1915. 2 M.) 


Industrial fatique. Interim report of an investigation of industrial 
fatigue by physiological methods. (London: King. 1915. 5d.) 


Industrial home work in Massachusetts. By the Department or Re- 
seaRcCH, Women’s EpvucationaL AND INpvustriat Union, Boston. 
Prepared under the joint direction of the Massacuuserts Bureav or 
Statistics and Amy Hewes. (Boston: Women’s Educational and 
Industrial Union. 1915. Pp. xxxi, 191. 80c.) 


| 


| M h 


rliamentary 


committe 


Lond 


ens compensa 


ns uly 


me fi rUrban 
il Municip 
1 Compar 
il reader. It 
\ ipal Leag 
S of the series 
nd an ind 
ted to I 
ind 
n pe t 
P vaste in pre 
lack 
ictical pul 
nequitab 
lies urged for 
s are largely 
ic and wasteful 
n and distribu 
ite consumer of 
ritical students 
accept the en 
fully one fifth 
1) 


century city as 
Still, that city "10 
ist what differ 
uotes the report 
two (55.1 per 
ies” (sic); and 


rs. The state 


55.1 per cent, 


h 


1916 | Money, Prices, Credit, and Banking 151 
given in a paragraph of interpretative text found on page 59 of 
the Abstract of the census of 1910. The paragraph follows a table 
which sets forth that 46.3 per cent of the population of the 
United States were found in “Urban territory”; and 57.3 in 
“Rural territory,” of which 8.1 millions or 8.8 per cent of the 
national population were found in over 11,000 places of less than 
2500 inhabitants. ‘The writer of the paragraph has thrust urban- 
ity upon 8.8 per cent of the people of the country in order to 
make it appear that 55.1 per cent of the total population “were 
living under conditions more or less urban!” Neither the census 
scribbler nor Dr. King deigns to define those conditions, or to note 
that places having 2500 inhabitants are called urban by the Thir- 
teenth Census; whereas throughout the nineteenth century no 
place that had less than 8000 inhabitants was accounted urban. 

Dr. King tells us that “we are now living in masses and not, as 
in the nineteenth century, on isolated farms,” but does not give 
us an inkling as to the mean size of these masses. The last census 
shows that almost one half of the urban masses (48.8 per cent) 
did not muster 5000 people! The massiveness of the twentieth 
century city seems hardly so portentous as our author would have 
us believe. 

In 1800 there were but 2 cities with 30,000 or more inhabitants. 
They contained 1.9 per cent of the total population of the coun- 
try. By 1900 there were 135 of them with 25.1 per cent; but in 
1850 they numbered 24 and contained 8.7 per cent of the country’s 
population. By 1870, cities of 30,000 or more numbered 44, and 
contained 5.2 millions. or 13.5 per cent of the national. The as- 
sumption that isolated farms in the nineteenth century harbored 
the bulk of population seems rather far-fetched. At any rate, it 
appears that the tendency to live in masses had already declared 
itself in the middle of the bucolic nineteenth century. 

Of 195 cities of 30,000, in 1912, 183 received their first charters 
in the nineteenth century, 10 in the eighteenth, and 2 in the seven- 
teenth. Of the 183, 65 had already received their charters by 
1849. The largest number so incorporated in a decade was 46, in 
the decade 1850-1859; and the next largest number was 28, in the 
decade 1830-1839. In the five years 1850-1854 there were 30 
cities newly established. In other words, 107 cities, or 54.8 per 
cent of the 195 that belonged to the 30,000 and upwards class in 
1912, had assumed city government before 1855. 

Dr. King declares that “the average urban dweller spends prac- 
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of an average and of per cents of increase appear to be hazy. 
Thus (p. 23) it is stated that the cost to consumer for a sack of 
onions was $2.50 against $1.10 received by the farmer, “an in- 
crease of 136 per cent.” That per cent is manifestly nine points 
too high. On page 22, Dr. King states that there was “an aver- 
ige increase from 210 to 272 per cent for distribution costs alone,” 
in the marketing of Wisconsin cheese in 1913. Computing per 
cents of increase on the prices set forth in the text, it appears that 
the per cents of increase were 110.5 and 172.7 respectively. It is 
only fair to say that the context does not enable one to say who 
made the errors. 
Epwarp M. Hartwe tt. 

Boston, Massachusetts. 


Theory of Codperative Credit. Including a Brief Sketch of the 
Credit System. By H. Hemantakumar Guosn. (Calcutta: 
S. C. Auddy and Company; London: Kegan Paul, Trench, 
Trubner and Company. 1915. Pp. xii, 212, xliv. 4s.) 

A smaller treatment of this subject was issued in 1914, prepared 
primarily for the use of professors, students, and readers of eco- 
nomics. The additions consist mainly of an attempt to show the 
position of modern coéperative credit in relation to the larger com- 
mercial and industrial credit system. For this purpose a brief 
sketch of the system is given in chapter 9, which is entitled Credit 
in Evolution. Together with the two preceding chapters on The 
Indian Joint Village and Coéperative Credit in India, this forms 
a very valuable part of the book for American economists. 

According to the author, from ancient times down to the Middle 
Ages credit was utilized principally for purposes of consumption. 
With the extension of exchange in modern times, credit has 
widened its sphere to purposes of production. In the latter sense 
credit is based on confidence in which there is some measure of 
security and some of risk, and “this confidence arises principally 
from the solvency, integrity and efficiency of the debtor.” 

In dealing with codperative credit, which forms the main sub- 
ject study, the author confines his attention largely to the Euro- 
pean short-time personal coéperative credit societies as organized 
by Raiffeisen and Schulze-Delitzsch in Germany and by Luzzatti 
in Italy, but more particularly as these societies relate to agricul- 
ture. As distinct from business credit, the author aims to show 
that agricultural coéperative credit has a moral rather than a 
material basis. He says: 
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It is difficult to see, therefore, how codperative credit differs in 
final analysis from commercial forms of credit, notwithstanding 
the efforts of the author to maintain his moral-basis theory of 
coéperative credit. 

The book is printed with marginal notes, which are an aid to 
the reader in the absence of an index. Too many typographical 
errors, however, mar the otherwise good printing of the volume. 
The book could be greatly improved if the statistical data were 
brought many years nearer to date, as could readily be done. 

James B. Morman. 


Kensington, Md. 


Die Bank von England mit besonderer Beriicksichtigung der Re- 
servefrage und der Entwertung der englischen Rente. By 
O. Hutrreccer. (Ziirich: Art. Institut Orell Fiissli. 1915. 
Pp. xiii, 423. 8 M.) 

Beginning with a brief historical introduction, this volume gives 
an unbiased account of the Bank of England in relation to national 
and international credit. As the title indicates, much emphasis is 
placed upon the questions of reserve and the fall in the price of 
consols during the last fifteen years. In successive chapters are 
considered: the issue department, the banking department, re- 
serve, the place of the reserve in the national and international 
credit systems, and the national debt. An appendix contains 
statistics and important dates in the history of the bank. 

The author, at one time a student at the University of Ziirich 
and later at the London School of Economics, has given his readers 
much that is important and interesting, but little that is new. 
Although he has taken his cue from such authorities as Andréadeés, 
Bagehot, Withers, and Palgrave, he has drawn upon a wide range of 
sources. His main reliance, however, has been upon publications 
of our own National Monetary Commission, English banking jour- 
nals, and the utterances of English bankers and publicists. 

As to the question of reserve referred to above, Dr. Hulftegger, 
writing during a time of peace, takes the unusual position that 
the English banking reserve is not inadequate. He avers that if a 
larger reserve were to be maintained it would, in the event of war, 
be seized by the government—a procedure that would be unfair to 
the bank as compared with other interests. The contention that 
the reserve is adequate is inconsistent, however, with his own re- 
minder that the entire English credit structure rests on the note 
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D., L. S. The A.B.C. of banking. (Taunton, Eng.: Barnicott & 
Pearce. 1915.) 

Davis, A. McF. Certain old Chinese notes. Proceedings of the 
American Academy of Arts and Sciences, vol. 50, no. 11. (Boston: 
The Academy, 28 Newbury St. 1915. Pp. 41.) 

Evesque, M. Le moratorium des dépdts en banque et des comptes 
courants. (Paris: Alcan. 1915.) 


FRANKLIN, F. Cost of living. (Garden City, N. Y.: Doubleday Page. 
1915. Pp. 162. $1.) 

To be reviewed. 
HerscHENZ, P. Die Haftung der Reichsbank fiir ihre Organe. (Halle: 
C. A. Kaemmerer & Co. 1915. Pp. 76.) 
Jastrow, J. Geld und Kredit im Kriege. (Jena: Fischer. 1915. Pp. 
vi, 97. 2.80 M.) 


Keesine, L. Geld, Bankreserven und Bankausweise in den Vereinigten 
Staaten nach dem Inkrafttreten des “Federal reserve act.” (Berlin: 
Guttentag. 1915. Pp. 30. 1 M.) 


KnirFin, W. H., Jr. The practical work of a bank. (New York: 
The Bankers Pub. Co. 1915. Pp. vii, 621. $5.) 

The best work so far published on the subject of practical bank- 
ing. Organization and bookkeeping have not been allowed to over- 
shadow other equally vital and far more difficult topics. More than 
100 pages are devoted to the subject of credit analysis and a promi- 
nent place is given to cost accounting. The book is largely a product 
of the educational work of the American Institute of Banking, liberal 
use having been made of papers prepared by various members of 
that organization. O. M. W. S. 


MacGrecor, T.D. The book on thrift; why and how to save and what 
to do with your savings. (New York: Funk & Wagnalls. 1915. Pp. 
xi, 349, illus. $1.) 


PLraut, T. Der Einfluss des Krieges auf den Londoner Geldmarkt. 
(Jena: Fischer. 1915. 2 M.) 


SuepparD, M. Rural credits. Speech by Senator Morris Sheppard 
before Texas farmers congress, August 3, 1915. (Texarkana: Four 
States Press. 1915. Pp. 32.) 


Sonne, H. C. The city. Its finance, July, 1914, to July, 1915, and 
future. (London: Effingham Wilson. 1915. Pp. 308. 5s.) 


Spatpine, W. F. Foreign exchange and foreign bills in theory and in 
practice. (London: Pitman. Pp. xii, 215. 5s.) 
To be reviewed. 


Stumpr, A., editor. The bankers’ encyclopedia, Forty-second edition. 
(New York: Bankers Encyclopedia Co. 1915. Pp. 2335. $8.) 


Watt, W. W. The war and our financial fabric. (London: Chap- 
man and Hall. 1915. Pp. xviii, 224.) 
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when the tide of prosperity receded and the recent depression, 
which has severely affected western Canada, set in. They urged 
that the system, by overstimulating building activity, had paved 
the way for a particularly serious period of economic stagnancy. 
Dr. Haig’s report to the Mayor’s Committee on Taxation of 
New York City on T'he Exemption of Improvements from Taxation 
in Canada and the United States presents the results of his field 
investigations carried on during the summer of 1914, and is par- 
ticularly timely. Part I (pp. 11-258) is “an effort to state 
concisely all the available facts which may aid in understanding the 
system of taxation in force in the various cities or throw light 
upon its effects.” Part II (pp. 261-280) bears the title “Gen- 
eralizations and Conclusions.” 

In the United States the movement for the exemption of improve- 
ments has made but little progress. Exemption is now legally 
being applied only in Pittsburgh and Scranton, in which cities 
the rate of tax upon buildings is 80 per cent of that upon land 
in 1916 and will gradually be reduced to 50 per cent by 1925. Tax 
Commissioner Pastoriza’s extra-legal partial-exemption-of-build- 
ings plan in Houston, Texas, was forbidden by the courts in March, 
1915, and since the report under review has appeared Pueblo, Col- 
orado, has repealed (November, 1915) the law providing for a 
99 per cent exemption of improvements beginning with the 1915 
levy. But in the three western provinces of Canada hardly a 
municipality does not tax improvements at a lower rate than 
land, and many, including the cities of Vancouver, Victoria, and 
Edmonton, exempt them entirely; there are also special provin- 
cial land taxes. Dr. Haig has collected full data regarding the 
fiscal systems of the municipalities and provinces, together with 
such data as are available for “gauging the effects of the system” 
and the status of public opinion. 

Dr. Haig finds it impossible “to make positive statements as to 
the relative effects upon general prosperity in the various cities” 
(p. 277). “The cities are normally irregular because of condi- 
tions other than those connected with their tax systems,” and 
possess “exclusive characteristics of greater importance than their 
tax systems” (p. 264). Nevertheless some conclusions may be 
arrived at. Exemption, although “not the primary cause of build- 
ing activity” (p. 270), has stimulated it; indeed, professional real 
estate operators have been strong for “single tax” because “they 
are eager to encourage anything which promises to assist in in- 
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would be 2.86 (pp. 22, 26-27). Under either plan Brooklyn would 
gain a large reduction, and only the presence of much vacant land 
would prevent substantial decreases in the relative burdens of the 
other boroughs. All the calculations are subject to the assump- 
tion that land values would remain constant, neither diminished 
by heavier taxes nor increased by the growth of the city or by 
forces Which the change itself would set in motion. The total tax 
bills of the following types of property would be reduced: sky- 
scrapers, up-town tenements and apartment houses in Manhattan, 
and homes and apartments generally in the out-lying sections. 
The following types would receive increases: down-town tenements 
and most single-family houses in Manhattan, and, of course, vacant 
and poorly improved land in all sections. In Manhattan, every 
assessment section south of 96th street would receive a substantial 
increase. 

Dr. Haig concludes, first, that “the change promises ultimate 
benefits of considerable importance to all tenants and to many of 
the home-owners in the out-lying boroughs,” which benefits, how- 
ever, “may be very slow of realization”; and, second, that “the 
owners of land would be charged with the cost of these benefits,” 
which cost would be “‘considerable” (p. 135). 

Dr. Haig has carefully analyzed his data, and both of his 
studies are useful contributions. They represent industrious and 
ai painstaking work. A stylistic blemish which detracts from the 
7 foree of many sentences is the excessive use of the passive voice. 


ich 


er’s The author of The Tazation of Land Values was among the 
‘Op- first to accept the doctrines of Henry George and for many years 
the was intimately associated with him. For more than thirty years 
[an- he has been an active advocate of the single tax and he speaks with 
authority. Mr. Post’s book is the fifth edition, but little revised, 
uild of a work which, since its first publication in 1894, has been known 
per as one of the strongest statements of the single tax case. Mr. 
ove- Post does not beg the question as do so many single taxers by 
plan appealing to the sanction of alleged “natural rights”; he under- 
and takes to justify the single tax proposal on grounds of social 
lions utility, (1) as a tax reform, and (2) as an industrial reform. 

ould The book is divided into three parts of which the first (pp. 1-53) 
from presents compactly the general argument. Pages 54-81 contain 
mil- “Answers to Typical Questions” concerning the single tax. The 
98.3 “Explanatory and Illustrative Notes,” which occupy more than 
land half of the book ( pp. 85-179), contain much of the most important 
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of the end came in 1906, when the bounties, while continued for 
some years on a decreasing scale, were made to cease by 1912. 

The cause of the adoption of the system seems to have been 
purely political. The Liberals, pledged in 1897 to a downward 
revision of duties, nevertheless could not forfeit the support of 
the manufacturers and the producing localities, and resorted to 
the bounties as a means of holding the persons interested without 
alienating the restive western constituencies. And it is in political 
conditions again that one finds the explanation of the abolition of 
bounties. ‘The strong feeling against them in the growing West 
made their retention hopeless. One general proposition often ad- 
vanced in the books on the protective controversy is substantiated 
by Canada’s experience: bounties have a less tenacious hold than 
protective duties. ‘he latter may continue indefinitely, and indeed 
seem to have a stronger hold the longer they persist. But boun- 
ties are always on the defensive. The direct payment of money 
out of the treasury needs always to be justified. The opposition 
to bounties is continuous, and apparently cumulative; sooner or 
later they go. Those who advocate protection on the grounds of 
the young industries argument—that is, with the expectation that 
the protection is not to be permanently maintained—will find in 
Canada’s experience good reason for preferring bounties to duties. 
With regard to the effects of this combination of duties and 
bounties, Dr. Donald’s general conclusion is not such as to 
strengthen the case for protection to young industries. He inti- 
mates pretty clearly that in his opinion much the same growth 
would have taken place even in the absence of protection. As re- 
lating to the one enterprise about which this phase of the protec- 
tive controversy has most centered in Canada, namely, the Domin- 
ion Iron and Steel Company, he adduces strong evidence to show 
that the company would have gone on in any case, bounties or no 
bounties. He also intimates that the bounty system postponed 
progress and lessened efficiency, or at all events that the cessation 
of bounties was followed by greater progress and greater efficiency. 
The case on this score does not seem to me conclusively made out; 
but it does seem clear that no adoption of improved methods can 
be traced to the protective or the bounty system. Altogether, Dr. 
Donald’s volume is a valuable and interesting contribution to the 
literature upon protection. We need precisely such investigation 
as is contained in this volume: detailed, intelligent, and unbiased. 
F. W. Tavssie. 
Harvard University. 
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ment of the constitutional debt-incurring power of the city as of 
June 1,1915. (New York: Dept. Finance. 1915. Pp. 8.) 

Public budgets. (Philadelphia: Am. Acad. Pol. & Soc. Sci. Nov., 
1915. Pp. 324. $1.) 


Report of the tax conference at the University of Oklahoma, Dec. 8 
and 9, 1914. (Norman, Okla.: University of Oklahoma. 1915. 
Pp. 123.) 


Population and Migration 


The Scandinavian Element in the United States. By Kenpnic 
CuarLes Bascock. University of Illinois Studies in the So- 
cial Sciences, Vol. III, No. 3. (Urbana: University of Illi- 
nois. 1914. Pp. 223. $1.15.) 

This is a valuable contribution to immigration literature. The 
first six chapters, upon the early progress of Scandinavian immi- 
gration, partake too much of the antiquarian interest of the 
papers read before local historical societies, but they bring out the 
early trials and difficulties of the immigrant and contrast vividly 
the economic conditions in Europe with the opportunities in the 
unsettled American Northwest. 

The surprising amount of activity on the part of the north- 
western railroads and of the state governments of Wisconsin, 
Minnesota, etc., during the sixties and seventies, to attract Scan- 
dinavian immigrants is well described. So is the land hunger of 
the Norwegian, to describe to whom in his native country “land 
which was neither rocky, nor swampy, nor pure sand, nor set up 
at an angle of forty-five degrees, and which could be had for the 
asking . . . was to speak to his imagination rather than to his 
understanding.” The author does not think that the immigrant 
has been an unfair competitor with the American for the land. 
He has simply been more willing to live the hard life of the pioneer. 
Nevertheless, it is admitted that “if the agricultural land of the 
vast West be looked upon as a national asset, to be held for cau- 
tious and discriminating distribution to examined and approved 
settlers, then it may be that the foreigner has occupied land which 
might sometime have fallen to a better man.” The chapter on 
religious influences is extremely suggestive of the part religious 
prejudice may play in retarding the assimilation even of races of 
the Old Immigration. The two chapters on political matters are 
still more enlightening with regard to the role nationality is today 
playing in our local and state politics. Dean Babcock’s estimate 
of the significance of this matter is indicated by tlie following: 
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Mitts, R. C. The colonization of Australia (1829-42). The Wakefield 
experiment in empire building. London School of Economics. 
Studies in economics and political science, no. 44. (London: Sidg- 
wick & Jackson. 1915. Pp. xx, 363. 10s. 6d.) 

tort. Die Einwirkung des Krieges auf die Sduglingssterblichkeit und 
die Séuglingsschutzbewegung. (Berlin: Stilke. 1915. Pp. 44. 
1.20 M.) 

Szerer, M. Studien zur Bevilkerungslehre Polens. (Vienna: Her- 
mann Goldschmiedt. 1915. Pp. 57. 0.50 M.) 

Intercollegiate debates and bibliographies on a literary test for immi- 
grants and a six-year presidential term. (Austin, Tex.: University 
of Texas. 1914. Pp. 60.) 


Maternal morality in connection with child-bearing and its relation to 
infant mortality. Supplement to the forty-fourth annual report of 
the Local Government Board. (London: Wyman. 1915. 8d.) 


Population and vital statistics. Bulletin No. 832. Commonwealth demog- 
raphy, 1914, and previous years. (Melbourne, Australia: Bureau 
of Census and Statistics. 1915. Pp. 272.) 


Social Problems and Reforms 


Citizens in Industry. By Cuartes Ricumonp Henperson. The 
Social Betterment Series, edited by Suarter Matuews. (New 
York and London: D. Appleton and Company. 1915. Pp. 
xviii, 341. $1.50.) 


Here is a work intended frankly for employers of men; and as 
the product of the late Professor Henderson it is in keeping with 
the recent tendency for educational and business groups to get 
together in working out industrial problems. As a number of the 
Social Betterment Series, which, in the language of its editor, 
Professor Shailer, “‘aims at listing our social assets,” our social lia- 
bilities having been given more than full publicity, the volume is not 
disappointing. Rarely ever before have “the masters of men” been 
told so clearly from the university chair that they have the whole 
situation in their own hands, to do with as they will, and been com- 
mended so loudly for present accomplishment. On the other hand, 
almost never before, in this connection, has a friendly analysis of 
the Great Industry, with its inevitable trend towards industrial 
democracy and of the obligations of the men on the ground to 
accelerate rather than retard this movement, been made for the 
employer, and in such readable manner. 

The work falls into two natural divisions: (1) the philosophy 
of welfare work, Professor Henderson finding in an industrial 
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be found, together with those referred to in the body of the book, 
serves as a valuable guide to whomever desires to get into direct 
touch with the activities to be found in specific localities. A bibli- 
ography and table of contents further increase the usefulness of 
the volume as a reference work, although it is to be regretted that 
Price’s recent valuable contribution on The Factory is not listed ; 
neither do some of the newer related business books appear. 


Henry Crayton METCALF. 
Tufts College. 


NEW BOOKS 


Apter, F. Marriage and divorce. (New York: Appleton. 1915. Pp. 
91. 75c.) 


\ery, W. A. Titustown: a community of negro homes. (Hampton, 
Va.: Hampton Institute. 1915. Pp. 12.) 


\car, F. A. Church finance; a study of wrong methods and the 
remedy. (New York: Missionary Education Movement of U. S. and 
Canada. 1915. Pp. 108. 50c.) 


Anprews, B. R. A survey of your houschold finances. (New York: 
Teachers College, Columbia University. 1914. Pp. 16. 10c.) 


Bannineton, B. G. English public health administration. London 
School of Economics. Studies in economics and political science, no. 
16. (London: King. 1915. Pp. xiv, 338. 7s. 6d.) 

Designed to be equally useful to students and to officials. Accord- 
ing to the preface the volume treats the public health department as 
an administrative unit of English local government. There are 
chapters on Protection of the Food Supply and Public Health 
Finance. 


Basnore, H. B. Overcrowding and defective housing in the rural dis- 
tricts. (New York: Wiley. 1915. Pp. x, 92. $1.) 

A discursive presentation of the personal observations of a state 
health inspector in rural Pennsylvania. Covers land overcrowding, 
house overcrowding, defective building, and overcrowded and de- 
fective schools. J.F. 


Braitsrorp, H. N. The war of steel and gold. A study of the armed 
peace. (New York: Macmillan. 1915. Pp. 340. 80c.) 


Beit, W. M., editor. Addresses at the world’s social progress congress, 
San Francisco, April 1-11, 1915, under the auspices of the committee 


of one hundred. (Dayton, O.: Otterbein Press. 1915. Pp. 400. 
$1.25.) 


Beman,L. T. Selected articles on prohibition of the liquor traffic. De- 
baters’ handbook series. (White Plains, N. Y.: Wilson. 1915. Pp. 
169. $1.) 
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into the great power of a self-conscious nationalistic social and eth- 
ical democracy. 

Nothing, in Dr. Coit’s opinion, is accomplished by an attempt at a 
premature cosmopolitanism. Nations are necessary interest-centers. 
He therefore proposes the formation of a church with national and 
ethical ideals, one that will give expression to a real social reli- 
gion, through a national idealism, and a ritual that will at every 
turn emphasize loyalty to the nation’s spiritual and social mission— 
whatever it may be—one that eschews the old notion that religion is 
an individualistic matter and that finds the service of God in the 
service of man. In short he would introduce into the church ser- 
vices “‘that sort of national idealism which during the last thirty 
years has increasingly entered into and emanated from the univer- 
sities of America, so that all the world knows of the fact and talks 
of it.” “This book itself is a cry to the churches to do what they 
might for America.” 

After all, however, the content of the book might well be regarded 
as an appeal to any nation to upbuild a social and democratic Chris- 
tianity—minus the supernatural elements to which Dr. Coit objects. 
Part I deals with Religion and Nationality, part II with the Rein- 
terpretation of Christianity in the Light of Science and American 
Idealism, part III with the thesis that Christianity should be ex- 
pressed in scientific language and democratic symbol. The ‘“Ameri- 
can idealism” of part II we fear is Dr. Coit’s own idealism; and we 
hear little of America in part ITT. 

We may take this book, the reviewer believes, as a significant sign 
of the times. It reflects the same recognition of the need of organiz- 
ing the ideals and the machinery of “the Great Society” that has 
been pointed out, with more clearness, by Graham Wallas in his 
book by that name. (See review in American Economic Review, 
vol. V, no. 2, June, 1915, p. 311.) Both books were written be- 
fore the war, and we can join in the thought which must be in the 
mind of both writers that the need of spiritual organization is 
greater today than ever before. A. B. Wore. 


Crate, F. A. A study of the housing and social conditions in selected 
districts of Philadelphia. (Philadelphia: Henry Phipps Institute. 
1915. Pp. 85.) 

This is a painstaking bit of social investigation undertaken by 
specialists in pathology. The aim of the Institute was to gain “a 
clearer insight into those conditions influencing the course or causa- 
tion of disease.”” A year and a half were spent in making the in- 
vestigation; 1003 houses were examined with a population of 5812. 
Three races—Jews, Italians, and Negroes—and a fourth miscel- 
laneous and scattered group of patients of the Institute are com- 
pared with reference to their living conditions. Eighty-six statisti- 
cal tables and charts explain and illustrate the text. An important 
attempt is made to compare the housing conditions (structural) and 
the general standards of living. J. F. 
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Publications of the Bureau of Social Hygiene. (New York: Cen- 
tury Co. 1915. Pp. xiv, 139. 60c.) 

Taytor, G. R. Satellite cities. A study of industrial suburbs. (New 
York: Appleton. 1915. Pp. xviii, 333. $1.50.) 

To be reviewed. 

Waker, R. E. The problem of the southern cotton mill; an analysis 
of the sociological problem which the southern cotton mill and the 
operative present to this section of the country. (Winston-Salem, 
N.C.: The Skyland Mag. 1915. Pp. 77. 50c.) 

American foundations. (New York: Russell Sage Foundation. 1915.) 

A selected bibliography having special reference to foundations for 
social welfare. 

Constructive social measures. (New York: N. Y. Assoc. for Improv- 
ing Condition of the Poor. 1915.) 

A review of two years’ work. 

Fourth annual report of the Philadelphia Housing Commission. 

(Philadelphia: Housing Commission. 1914.) 


Housing reform and community welfare. (Philadelphia: Commission 
on Social Service, Inter-Church Federation. 1915. Pp. 6.) 
Prescribed reading and well-framed questions on the subject of 
housing prepared for the use of social study classes in churches, 
schools, clubs, etc. 


One hundred views of service work and equipment operating through 
the divisions of the National Lamp Works of the General Electric 
Company, Nela Park, Cleveland, Ohio. (Cleveland: Corday & Gross 
Co. 1915. Pp. 90.) 

The school and the immigrant. (New York: Board of Education, 
Division of Reference and Research. 1915. Pp. 96.) 

Selected bibliography ; women in industry. (New York: National Con- 
sumers’ League. 1915. Pp. 4.) 

The tenement house law and chapter XIXa of the Greater New York 
charter in relation to the Tenement House Department of the City 
of New York. (New York: Tenement House Dept. 1915. Pp. 
89, lxvi.) 


Insurance and Pensions 
Accident and Health Insurance. A Series of Lectures Delivered 
before the Insurance Institute of Hartford. Edited and com- 


piled by H. P. Dunnam and J. E. Ruopes, 2nv. (Hartford: 

- Conn.: The Insurance Institute of Hartford, Incorporated. 
1915. Pp. 155.) 

These thirteen lectures were delivered during the first half-year 

of 1915 before the Insurance Institute of Hartford. The collection 
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problems which center around the term “social insurance.” Yet 
the attitude of the insurance companies toward the movement for 
extending sickness and accident insurance to the working popula- 
tion is not considered. Such matters vitally affect the future of 
the accident and health insurance companies in America and should 
be considered side by side with the technical details, in order to give 
the insurance employee an insight into the wider field which his 
business serves. It is to the companies whose employees are most 
intimately connected with the Insurance Institute of Hartford that 
the country will of necessity turn to help solve some of the perplex- 
ing questions which will develop with the extension of sickness and 
accident insurance to the masses in this country. 
Louis I. 

Life Insurance. A Textbook. By Sotomon S. Huesner. (New 

York: D. Appleton and Company. 1915. Pp. xvii, 482. 

$2.00.) 

The Education and Conservation Bureau of the National As- 
sociation of Life Underwriters suggested the preparation of this 
book to supply “a comprehensive text-book adapted to the needs 
> and also 
“as a clear and simple exposition for laymen and life insurance 
solicitors.” Professor Huebner is one of the pioneers in insurance 


of class-room instruction in colleges and high schools,’ 


education in this country and, considering the various classes for 
whom the book was prepared and the extensive number of subjects 
treated, his task has been well done. 

Part I is devoted to a discussion of the nature and uses of life 
insurance; part II discusses the science of life insurance; part III 
treats of the special forms of life insurance; part IV describes 
the organization, management and supervision of legal reserve com- 
panies; and part V discusses the important legal phases of life 
insurance. The appendix includes reprints of specimen policies 
and of an address by Professor Huebner on “Life insurance 
salesmanship.” 

Part II was written by Bruce D. Mudgett, instructor in insur- 
ance at the Wharton School, and is a very good brief discussion of 
rates, the reserve, surrender values, and surplus. Few insurance so- 
licitors, probably, will have the patience, interest, or ability to read 
and understand it. Dr. Mudgett also contributes a chapter on 
Disability Insurance, which is a condensation of his excellent mon- 
ograph on Total Disability Provisions in American Life Insur- 
ance Contracts. While insurance is chiefly a subject for state 
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residence created many hardships turning on such problems as so- 
journ outside of England and marriage to a foreign man followed 
by widowhood. The law of 1911 by prescribing that at least 12 
years out of the previous 20 should have been spent in England, 
and by other provisions, seems “‘to have removed practically all the 
cases of hardship and to have combined the equitable treatment of 
the deserving poor with the protection of the tax-payer.” 

The English law denies pensions, or grades their amount, ac- 
cording to the income of the applicant. The latter is anxious to 
have sanctioned as many deductions as possible from his actual in- 
come in order to qualify for a pension or a higher pension. The 
committees deduct from income traveling expenses when necessarily 
incurred in the course of employment and payments to friendly 
societies when these are exceeded by sums received from the socie- 
ties, but taxes may not be deducted from income, nor may volun- 
tary allowances from children be deducted. This last provision 
Mr. Hoare agrees “must diminish the willingness of children to 
contribute to the support of aged parents of the old age pension 
class.” A problem is created when people “have considerable 
means invested at as low as 1, 2 or 3 per cent.” ‘The machinery 
of the acts has not run wholly smoothly in its concern with the 
means of people. 

A relaxation of the poor relief qualification in 1911 admitted 
over 160,000 pensioners to the roll. The authorities have not al- 
lowed a repayment of poor relief to remove the disqualification 
which receipt of poor relief entails. Habitual failure to work ac- 
cording to ability, opportunity, and need also disqualifies, but we 
are told that in practically every case an applicant disqualified 
on this ground appeals. 

One of the most interesting results of the English experience with 
old-age pensions is the discovery of the frequent absence of clean- 
liness on the part of the pensioners. “Of 151 men and women 
pensioners admitted to a London infirmary between May, 1909 
and December, 1910, only 1 man out of 63, and 6 women out of 
88, could be described as entirely clean, while 6 men and 33 women 
were in a deplorable condition, and of 1 woman it was stated that 
10 baths were required to cleanse her properly.” Mr. Hoare is 
with those who consider that it is contrary to public policy that 
persons receiving state aid should live below a reasonable standard 
of domestic and bodily cleanliness. The London Local Pension 
Committee discussed this unforeseen problem but held the obstacles 
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cal or surgical aid. At various points it is clear that he regards 
the machinery of the acts as cumbrous and he specifically charges 
that there are too many authorities for efficiency. On the other 
hand, he holds that the acts have, on the whole, worked exceedingly 
well and smoothly and have been a blessing to a very large section 
of aged and deserving poor. 

It is a compact and clear picture which Mr. Hoare presents. 
He has raised no large questions of principle; he has made no com- 
parisons with the institutions of other countries. We have had 
other accounts of the English act much more pessimistic than Mr. 
Hoare’s, but I am not sure that they have been better grounded than 
his. It is not to belittle his contribution to say that profounder 
studies are desirable before we confidently assess the merit and rank 
of the English legislation. 


Rosert F. Foerster. 
Harvard University. 


NEW BOOKS 


Dawson, M. M. Comparative reserve tables. Third edition, revised 
and enlarged. (New York: Chronicle Co. 1915. Pp. xxviii, 383. 


$25.) 


Zaun, F. Wirkung der deutschen Sozialversicherung, mit Nachtrag: 
Die Sozialversicherung und der jetzige Krieg. (Munich: J. Sweitzer. 
1915. Pp. 116.) 


Fire insurance laws, tares and fees. Revised to August 1, 1916. 
(Chicago: Spectator Co. 1915. Pp. 515. $5.) 


Fire insurance in New England for ten years, December 31, 1906- 
December 31, 1914, inclusive. (Boston: Standard Pub. Co. 1915. 
Pp. 234. $5.) 


Lectures delivered to the associate members of the Fire Underwriters’ 
Association of the Pacific, 1914-1915. (San Francisco: Fire Under- 
writers’ Association of the Pacific. 1915. Pp. 204. $1.) 


Workmen’s compensation law of the state of California; revised with 
amendments, August, 1915. Connecticut, July, 1915. Michigan, 
August, 1915. (New York: Roy Press. 1915. Pp. 52; 28; 81. 
25c. each.) 


Workmen’s compensation law of the state of New Hampshire, August, 
1915. New Jersey; revised with supplementary acts of 1916, 
August, 1915. (New York: Peck and Durham. 1915. Pp. 12; 24. 
25c. each.) 


Workmen’s compensation law of the state of Illinois; revised with 
amendments, August, 1915. Massachusetts, July, 1916. 
August, 1915. Alaska, August, 1916. 


Nevada, 


Hawaii, August, 1916. 
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Statistics and Its Methods 


Graphic Methods for Presenting Facts. By Witvarp C. Briy- 
ron. (New York: The Engineering Magazine Company. 
1914. Pp. xii, 371. $4.00.) 

As used in statistics the “graphic method” may mean either a 

method of analysis or an expository device. Mr. Brinton’s book 
; more largely concerned with the second aspect of the method. 
[t is a fresh and elaborate treatment of matters regarding which 
most teachers of statistics have had to be content to refer their 
students to Levasseur’s paper of 1885 and to Gabaglio’s Teoria 
Generale. Painstakingly done, and illustrated with over 250 well- 
chosen figures, the book will probably be of much service to the 
persons for whom it is primarily intended, namely, those who have 
to prepare graphic exhibits of facts bearing upon the problems of 
particular business undertakings. ‘The student of economic or 
social statistics will get some help from it, but largely upon such 
purely technical matters as the proper preparation of charts and 
maps for the photo-engraver. Mr. Brinton’s fundamental criterion 
of good graphic work is, properly enough, that it should convey its 
meaning to an uninstructed or even (it would seem) unintelligent 
observer, with the maximum accuracy possible under the con- 
ditions and with the minimum demand upon the attention of the 
observer. This is undoubtedly a good first principle of procedure, 
even for work addressed to an audience of practiced statisticians, 
so that here also the student will find that Mr. Brinton has many 
useful hints. But the book is altogether too large. The text is 
prolix, full of repetitions, and contains little of value that is not 
also given in the form of explanatory notes attached to the various 
charts. Most users of the book will find reference to these charts 
and explanatory notes ample for their purposes. The book would 
have been better if it had appeared in the form of a thin album of 
graphic statistics, with the text omitted. 

Despite the care and general good sense shown in Mr. Brinton’s 
work there are not a few points at which he slips. His criticism of 
certain charts (Figs. 114, 117, 118) intended to show the corre- 
lation of such things as rainfall and corn yield is unsound. There 
is no particular virtue in the use of a common zero line (for arith- 
metic scales) when units so dissimilar are being measured. He 
claims too much for the logarithmic vertical scale (pp. 182-137). 
The logarithmic scale is just as ill-adapted to showing absolute 
change as the arithmetic scale is to showing relative change. He 
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come in the United States is now well above the six-billion-dollar 
mark. 

There are probably ten million families in the United States which 
spend less than $500 a year; there are probably twelve million fami- 
lies in the United States, which, together, would have an annual ex- 
penditure averaging $500. The six billions of property income would 
pay all of the expenses of these twelve million families, or, added to 
their incomes, would raise them to a level of income respectability. 

It is not altogether easy to reconcile this conclusion with previous 
statistics furnished by the author which suggest that of the adult 
male wage-earners in industry, taking no account of unemployment, 
a third earn less than $500 a year. No adequate discussion of 
family income is offered, and if there are twelve million families 
spending less than $500 a year on the average, they must be made 
up largely of farmers and agricultural laborers with respect to 
whom mere money is of doubtful significance. And the professional 
economist will be inclined perhaps to charge the author with an 
uncritical use of doubtful statistical material—although he will 
probably use Mr. Nearing’s twenty-four statistical appendices in 
his classes and secretly admire the Mulhallian ingenuity with which 
he has manipulated the available statistics to concoct the aggre- 
gates which his analysis demands. After all, however, the chief 
interest of the book is not statistical, and the treatment does not 
require great quantitative accuracy. And the statistical esti- 
mates are fairly made. If there are not twelve million families 
whose annual incomes are insufficient to procure them the decencies 
and necessities of life, there are still millions enough to make every 
thoughtful person, conservative or radical, pause and consider. 

The analytical or doctrinal sections of the book will arouse 
much interest. Professor Nearing not only maintains that the old 
categories of rent, interest, wages and profit are “indefensible” and 
“outworn” (although he makes constant and important use of three 
of them), but goes to the length of asserting that: 


The division of total income into service income and property income 
meets every demand of both theory and practice. Theoretically, there 
is a clearly marked line of distinction between that income which is 
derived from the rendering of services and that which is derived from 
the ownership of property. Service denotes the expenditure of energy. 
Property ownership bespeaks a legally established right. Service and 
ownership are two essentially different concepts. Furthermore, an 
examination of the various forms of income (using that term to mean 
a flow of purchasing power) fails to show any share of the income 
fund which does not fall within this classification, Modern accounts 
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that dividends and interest fairly measure the “return to prop- 
* There would seem to be an error here, possibly an impor- 
tant error. In the great majority of small corporations today 
the investor who simply buys stock and sleeps on it, awakens 
finally to nothing but disappointment. The men who invest suc- 
cessfully in small corporations find it necessary to take an active 
interest in the conduct and affairs of those corporations. In 
thousands of corporations dividends and salaries are practically 
interchangeable. The principal officers own practically all of the 
stock and take their return in dividends rather than in salaries 
merely to make a good showing at the banks. Shareholders “earn” 
their dividends to an appreciable degree. Similarly, agricultural 
landlords earn a part of the rents which they receive. The retired 
farmer who does not supervise his tenant is apt to get in the end 
little net rent. So far as bonds are concerned there are enormous 
losses which must be taken into account. 

There is probably a pure return for the use of property, at least 
as a theoretical ultimate. But when we strip dividends and inter- 
est of the return for personal exertion and compensation for risk, 
the residue is largely our old friend “pure interest” whose legiti- 
macy has been industriously questioned since the time of Karl Marx 
at least. Indeed it seems to the reviewer that Mr. Nearing’s prin- 
cipal problem could have been investigated more easily without the 
statistical apparatus which he erects. Modern capitalism Mr. 
Nearing calls “economic parasitism.” The real object of his 
hook seems to be an attempt to prove that the four or five per 
cent which an investor may safely charge for the mere use of 
capital is an inequitable and disproportionate charge compared 
with the $500 a year which the average wage-earner is able to 
obtain for his personal participation in modern industry. This is 
a grave question, but it is not to be answered by showing that 
one half of the net income of the average corporation is paid out 
in dividends, or that in the furniture industry wages constitute 
thirty-one per cent of the value of the product, whereas in the 
meat-packing industry wages constitute only three per cent of 
the value of the product. ; 

It is an old and impudent trick on the part of reviewers to 
censure authors for not anwsering questions which the reviewers 
want answered. But Mr. Nearing raises grave issues and reaches 
vital conclusions by statistical arguments which impress one as 
in large part irrelevant. It seems a pity that more thorough con- 
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renders invaluable service in again arousing us to this great truth 
in pointed, biting sentences that seize the attention. His style is 
homely and stirring. He wastes few words. Pedantry is absent. 
Both author and book are frank and courageous. If they seem to 
be radical, it is because here the facts are radical. 
T. S. Apams. 
Cornell University. 


Mortality Laws and Statistics. By Rosert Henperson. (New 
York: John Wiley & Sons, Inc. 1915. Pp. v, 111. $1.25.) 

The purpose of this monograph “to set forth in concise form the 
essential facts and theoretical relations with reference to the dura- 
tion of human life” is especially well carried out when we con- 
sider the small amount of space taken by the author to accom- 
plish such a purpose. The work is concerned with life contin- 
gencies, excluding monetary applications. 

The book begins with brief descriptions of the preparation and 
use of the mortality tables that have been of greatest importance in 
ihe development of life insurance in England and the United 
States. The mortality tables thus described are: The Breslau 
Table, The English Life Tables, The Northampton Table, The 
Carlisle Table, The Actuaries’ or Combined Experience Table, the 
Healthy Male (H™) Table, The British Offices’ Life Tables, 
The American Experience Table, The National Fraternal Con- 
gress Table, The M. A. Table of the Medico-Actuarial Mortality 
Investigation, McClintock’s Annuitants’ Mortality Tables, and 
The British Offices’ Life Annuity Tables. 

The work next deals with formulas for the probabilities of life 
and death and with the mathematical relations between various func- 
tions connected with human mortality. The chapter on Formulas 
for the Law of Mortality treats the formulas of Gompertz, Make- 
ham, Wittstein, and Pearson as means of expressing facts of mor- 
tality by frequency functions. 

Statistical applications are then taken up to obtain formulas for 
the rate of mortality for a stationary population and to indicate 
how to make corrections to meet the actual conditions of a 
population. 

The second half of the work is devoted to the construction and 
graduation of mortality tables from the mortality statistics of 
general populations and from the mortality experience of life in- 
surance companies. In the development of the necessary formulas 
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vote much space to the clarification of many debated and unsettled 
problems of statistical method. 

M. Ricci’s work is a contribution of immense value not only to 
those interested in international statistics of agriculture but also 
to those who are concerned with agriculture in any country, for in 
discussing questions of uniformity the author incidentally hacks 
through many a Gordian knot that has puzzled agricultural statis- 
ticians for years. Such problems as the proper distinction between 
productive and unproductive land or the proper handling of an 
area yielding more than one kind of crop during a year, simultan 
eously or consecutively, are discussed in a thorough and illuminating 
manner. ‘The actual practice of the principal countries is de 
scribed and suggestions as to desirable modifications are numerous 
and valuable. A complete and logical classification of crops is 
worked out in detail. A program for adoption by the different 
countries in regard to statistics of acreage and production is 
presented in chapter 14. 

Chapters 15 to 27 discuss statistics of crop condition, chapter 
27 presenting a program of action. The author prefers the method 
of actual estimates, expressed in percentages of a decennial average, 
to a method of classification of conditions as good, medium, and 
bad. He suggests that such estimates be collected on the first of 
each month of the growing season in order that the International 
Institute be enabled to publish them by the middle of each month. 

E. A. Go_pENWEISER. 

Washington, D. C. 


NEW BOOKS 


Cuturmore, A. R. The use of the slide rule. (New York: Keuffel & 
Esser Co. 1915. 50c.) 


Diener, R. Das Problem der Arbeitspreisstatistik und seine Lisung 
mit Hilfe von Berufsterblichkeits- und Lohnstatistik. (Munich: 
Duncker & Humblot. 1915. Pp. 184. 2.50 M.) 

Keynes, J. M. Principles of probability. (New York: Macmillan. 
1915.) 

MacNvtt, J. S. A manual for health officers. (New York: Wiley. 
1915. $3.) 

Contains a chapter on vital statistics. 


Stamp, J.C. British incomes and property. The application of off- 
cial statistics to economic problems. (London: King. 1915.) 


The Canada year book, 1914. (Ottawa: Minister of Trade. 1915. 
Pp. 698.) 
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already cursed with absentee landlordism and are approaching the low 
estate of Ireland 30 years ago. In many states over half the farmers are 
renters; and with farm lands soaring in value the condition of the 
renter must become hopeless unless some remedy is devised. David 
Lubin urged a national council of agriculture. 

John Lee Coulter spoke of the 21/3 million “landless men of 
America” who are farmers. By an ingenious calculation he showed how 
many of these will inherit land from their parents, how many desire 
to remain renters, how many do not need credit, and how many are 
unfit to have credit. He favors more state oversight of land mer- 
chandizing and less of the speculative free trade in land. ‘What the 
national and state banks are now doing in rural credits’’ was discussed 
by B. F. Harris, chairman of the agricultural committee of the Ameri- 
can Bankers’ Association. ‘“‘What the farm mortgage bankers offer” was 
discussed by F. W. Thompson, president of the Farm Mortgage Bankers’ 
Association, and manager of the credit department of the Merchants’ 
Loan and Trust Company, Chicago. Elwood Mead and others outlined 
the rural credit system needed in developing western lands, especially 
irrigation projects. 

Charles J. Brand, chief of the Bureau of Markets, United States 
Department of Agriculture, outlined the problem of market grades and 
standards for farm products. The weakest side of farm marketing 
occurs here, but Mr. Brand hopes to see in the distant future a working 
scheme of standardization of all farm products together with standard- 
ized containers and guaranteed quality. W.G. Scholtz, director of mar- 
kets of the state of Idaho, spoke of the work being done by his bureau 
and by the twelve similar bureaus in other states. Charles McCarthy, of 
the Wisconsin Legislative Reference Library, pointed out legislation 
needed for standardization. The success and the failure of codperative 
societies in marketing were described by men with first-hand experience. 
Charles A. Lyman, chairman of the legislative committee of the Wiscon- 
sin Society of Equity, gave the story of the failure of the Equity Packing 
House at La Crosse. In this venture, the promoters in some cases 
charged $4 per cent commissions on sales of the shares of stock to 
farmers. E. M. Tousley, for the past ten years head of the fight 
made by the Right Relationship League of Minneapolis for coépera- 
tive stores on the Rochdale plan, gave a “sermon” out of his own ex- 
perience, showing the capitalistic drift and consequent wreck of many 
coéperative schemes. R. W. Hockaday, general industrial and agricul- 
tural agent of the M. K. and T. Railway Company, St. Louis, showed 
how the peach-growers of the South. unorganized and competing, in one 
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6. To encourage and codperate with educational institutions, departments, 
societies, educational centers, etc., in all efforts to solve the questions of rural 
life, rural betterment and agricultural finance, and marketing in distribution 
of produce and the relation of these facts to the problems of increasing cost 
of living. 

7. To investigate the land conditions and land tenure with a view to 
working out better, more equitable, and fairer systems of dealing with this 
problem so vital to the social and the economic well-being of the country. 

8. To call from time to time such conferences or conventions as will help 
to carry out the above-mentioned objects. 

Resolutions adopted unanimously by the conference are in effect 
as follows: 

I, MARKETING. 

1. Standardization. It is recommended that the Department of Agriculture 
be authorized to evolve and establish standards of measure and quality for 
all merchantable farm products, it being believed that through the interstate 
commerce clause and the weights and measures clause Congress has ample 
powers to prescribe standard packs and grades of all farm products both 
in country and city districts; and that Congress immediately provide by law 
for federal inspection of commodities of large volume, such as grain, hay, and 
cotton, to the end that all the classifying and grading of articles of interstate 
or foreign commerce may be made uniform. 

2. Information. Greater effort and, if need be, more generous expenditure 
is urged in order that reports and estimates made by governmental agencies 
may be more accurate in giving information as to acreage and condition and 
output of farm products. But it is insisted that there shall be equal energy 
in collecting and disseminating corresponding reasonable information covering 
the manufacturing, commercial, and other trade conditions which reflect the 
rate of consumption of each given farm product. It is recommended that 
the Bureau of Foreign and Domestic Commerce and the Office of Markets 
codperate in the collection and dissemination of information which will enable 
the producer fairly to price and wisely to distribute his products; and that 
this information be furnished while the farmer has produce to sell and not 
after he has sold it to organized traders and speculators. 

3. State market commission. It is strongly urged that all states which have 
not yet created a marketing commission do so at the earliest possible time, in 
the interest of their own producers and consumers as well as in the common 
interest. 

4. Terminal markets, Federal legislation for interstate shipments is favored, 
preferably by stationing federal inspectors at all the large terminal markets. 
This should require commission merchants, and other receivers of farm 
products on consignment, to keep a uniform system of accounts, giving each 
shipment a number in rotation, showing date, from whom received, date of 
sale, name of purchaser, and price; to forward a transcript of the entry 
promptly to the shipper; and to keep all such records open at all times for 
exmaination by a shipper or any state or federal official. 

II. Rurat crepirs. 

1. Aid and direction in reclamation, The conference recommends to Congress 
the appointment of a commission of five members to investigate the methods 
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Farm Macuinery Trave Associations. The report of the Bureau 
of Corporations on f'arm Machinery Trade Associations (Washington, 
1915, pp. xvi, 8368) is divided into seven chapters as follows: 

Organization and Development of Associations; Wholesale Price 
Activities of Manufacturers’ Associations; Efforts of Manufacturers’ 
Associations to Reduce Costs; Activities of Manufacturers’ Associa- 
tions with Respect to Legislation; Concentration and Ownership of 
Wind-Stacker Patents; Restriction of Retail Trade to Retail Dealers; 
Prevention of Price Cutting among Regular Dealers. 

The most important of these chapters is that on the Restriction of Re- 
tail Trade to Retail Dealers, which occupies one third of the report 
proper (excluding exhibits and indices). It shows that the activities of 
the farm machinery retailers in this matter have been very similar 
to those of the retailers in the lumber trade. The retailers have 
claimed that to the retail dealer belongs the retail trade, and they 
have directed their efforts to securing this end. As in other trades, 
efforts, in the first place, have been made by the retailers’ associations 
to secure the codperation of wholesale and manufacturing organiza- 
tions in enforcing such a policy. Classification has been resorted to 
in the issuing of directories of regular dealers, and attempts have 
been made to persuade the commercial agencies to develop a more 
nearly correct classification of dealers. The retail associations seem 
to have been opposed to manufacturers’ branch retail stores, and, 
to a lesser degree, even to direct sales in localities where the 
manufacturer had no agent. 

The method of settlement of complaints against individual manu- 
facturers has also been similar to that used in the lumber trade. 
The aggrieved dealer complains to the secretary of his association. 
It is the duty of this individual to verify the facts and endeavor 
to adjust the situation amicably with the manufacturer, collecting 
a commission on the sale for the aggrieved dealer or some other 
dealer in the locality where the sale has been made. Incidentally 
it has been the secretary’s duty to secure a promise from the manu- 
facturer that his future sales would be confined to the regular 
dealers. If the secretary was unable to effect a satisfactory settle- 
ment, the matter was submitted to the board of directors, or else 
to a grievance committee, which took up the case with the manufacturer 
or jobber complained of. Most differences seem to have been adjusted 
amicably. 

Information regarding manufacturers and others who violated trade 
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may be expressed that at a later period other studies of various 
trade associations will be made which will afford further information 
in regard to the character and activities of such bodies. 
Tulane University. W. H. 5. Stevens. 
The Department of Commerce issues a Special Consular Report, No. 
74, on Japanese Cotton Goods Industry and Trade, by Consul George 
N. West (Washington, 1915, pp. 12). 


In the Special Agents Series have appeared No. 101, Commercial 
Organizations in Switzerland, by A. J. Wolfe (pp. 28); No. 102, Com- 
mercial Organizations in the United Kingdom, also by A. J. Wolfe (pp. 
53), containing a description of British manufacturers’ and employers’ 
organizations; and China and Indo-China Markets for American 
Lumber, by F. H. Smith (pp. 39). 


Suggestions for Parcel Post Marketing has been issued as a Farmers’ 
Bulletin by the United States Department of Agriculture (Washington, 
Jan. 14, 1916). This furnishes information for persons who desire to 
sell or buy produce by parcel post. Various forms of containers are 
shown by illustration. 


The Bureau of Navigation has issued a new edition of Navigation 
Laws of the United States (Washington, May 18, 1915, pp. 585), con- 
taining the provisions of the Seamen’s act of March 4, 1915. The last 
edition was published in 1911. 


The Annual Report of the Secretary of the Interior for 1915 (Wash- 
ington, pp. 21) is especially devoted to the subjects of water power, 
leasing of public mineral lands, and the developing of mineral re- 
sources. The latter topic covers some 60 pages and is illustrated by 
helpful charts. 


The Interstate Commerce Commission has made a Report of Investi- 
gation of the Conditions Affecting the Production, Transportation, and 
Marketing of Crude Petroleum (Washington, No. 7344, Dec. 10, 1915, 
pp. £10), dealing with common carrier pipe-line companies. A report 
on industrial concerns will subsequently be covered by the Federal 
Trade Commission. 


The Directors of the Port of Boston have recently issued Bulletin 
No. 2, The Use and Benefits to Massachusetts Manufacturers and Wage 
Earners of an American Merchant Marine (pp. 14), and Bulletin No. 
8, Analysis of the Present Foreign Trade of the United States (1916, 
pp. 19). By this latter bulletin it is hoped to “clear away the present 
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2. Actual and prospective returns under existing rates. 

3. Extent to which probable future returns may be inadequate or 
excessive. 

+, Extent to which fairness of prospective returns may be affected 
by changes in the company’s schedules of rates. 

A table showing the fair return allowances made by various com- 
missions in 72 different cases is appended. 

Notes on Construction Overheads (pp. 79) considers “all those 
elements of cost which from their nature cannot satisfactorily be 
allocated or apportioned to any particular article of property.” The 
following items are included and the propriety and extent of their 
allowance are discussed: 

Contractor's profits; Omissions and contingencies; Brokerage and 
discount; Interest during construction; Engineering and superinten- 
dence; Law expenditures during construction; Taxes during construc 
tion; General executive costs; Insurance during construction; Miscel- 
laneous construction expenditures. 

Elements of cost commonly considered as overheads but which are 
not embraced here are: organization, franchises, patent rights, other 
intangible capital. 

Notes on Intangibles (pp. 41) distinguishes between “Intangibles” 
and “Construction overheads” and takes account of such elements of 
cost as relate to the business in its entirety rather than to the actual 
cost of any particular article of physical property. Such intangibles 
when once shown to exist are to be considered property and allowed 
a reasonable return for exactly the same reasons as tangible property. 
But, the burden rests with the company “‘to establish by proof, and not 
by mere supposition or theory, the fact that such intangibles exist and 
have a real and substantial value.” 

Notes on Depreciation (pp. 127) has for its central idea that the 
question of depreciation is simply one part of the real problem of 
determining “what is fair between the public and the public service 
corporation in the specific case under consideration.’ Although there 
are several fundamental principles of depreciation which are uni- 
versally applicable, it is useless to try to devise some curve, formula or 
theory which will apply to all cases alike. Manes J, Saveace. 

The Interstate Commerce Commission under date of December 10, 
1915, reported the results of its investigation of the Ownership, Man- 
agement, and Control of the Little Kanawha Railroad Company 
(Washington, No. 7378, pp. 560-649). Maps as well as statistical 
tables are included. 
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1916 | Labor 901 
by Howard Elliott, president of the N. Y., N. H. & H. R. R. (Oct. 4, 
191 5, pp. 15). 

An Address to the Young Men’s Christian Association, Chamber of 
Commerce, and Twentieth Century Club of Middletown, Conn., Oct. 
15, 1915 (pp. 16), also by Mr. Elliott. 

Relation of the Railroad and Its Securities to Land Values, by 
Fairfax Harrison, president of the Southern Railway Co., an address 
delivered December 9, 1915 (pp. 8). 

Some Observations on Modern Tendencies, an address delivered at 
San Francisco, October 13, 1915, by Theodore N. Vail, before the 
Railroad Commission of California and the National Association of 
Railway Commissioners (pp. 36). 

Publie utility reports have been received as follows: 

Forty-First Report of the Railroad Commission of Georgia, 1914 
pp. 301). 

First Annual Report of the Public Utilities Commission of Illinois, 
i914. Vol. I, Orders and Decisions (pp. 1422); Vol. 2, Transporta- 
tion Statistics (pp. 359). 


Labor 


Bulletin 162 of the United States Bureau of Labor Statistics is a 
report on a Vocational Education Survey of Richmond, Virginia. 
This survey was made under direction of a committee organized by 
ithe National Association for the Promotion of Industrial Education 
which had the codperation of the federal Bureau of Labor Statistics, 
the United States Bureau of Education, the Russell Sage Foundation, 
and the school authorities of Richmond. The committee concludes 
that for white girls and women employed in manufacturing and mer- 
cantile pursuits the operations can be learned more quickly in the 
factory than in the school. There is need of department store and 
salesmanship training in part time and continuation classes. The 
decision as to the need of a girls’ trade school for Richmond is adverse. 


Bulletin 174 is a Subject Index of the Publications of the United 
States Bureau of Labor Statistics up to May 1, 1915 (Washington, 
Sept., 1915, pp. 233). It covers 25 annual reports, 12 special reports, 
173 bulletins, and about 50 volumes of miscellaneous reports. 

In Bulletin No. 179, entitled Industrial Poisons Used in the Rubber 
Industry (Oct., 1915, pp. 64), Dr. Alice Hamilton describes the 
various processes and occupational dangers attached to the various 
stages of manufacturing. The report is based upon an investigation 
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during the First Annual Industrial Safety Exposition of Ohio, Safety 
Bulletin Vol. II, No. 3. (Columbus, Industrial Commission of Ohio, 
March, 1915, pp. 80.) 

The Effect of the Minimum Wage Decree on the Brush Industry in 
Massachusetts is published as Bulletin No. 7 by the Minimum Wage 
Commission of Massachusetts (Boston, Sept., 1915, pp. 14). Bulletin 
No. 9 is entitled Wages of Women in Women’s Clothing Factories in 
Massachusetts (Boston, Sept., 1915, pp. 38). There is also published, 
under date of August 5, 1915, Statement and Decree Concerning the 
Wages of Women in Retail Stores in Massachusetts. 

Five Years’ Work and Progress of the Joint Board of Sanitary Con- 
trol in the Cloak, Suit and Skirt and the Dress and Waist Industries. 
An Experiment in Industrial Self-Control, October 31, 1910 to Octo- 
ber 31, 1915 (31 Union Sq., New York, pp. 15). A special report by 
the director of this board, Mr. George M. Price, has also been issued 
on Fire Hazards in Factory Buildings (Dec., 1915, pp. 16). 

Sizth Annual Report of the National Employment Exchange (30 
Church St., New York, Sept., 1915, pp. 20). 

First Report of the Ten Hour Law Bureau of Maryland, May, 1912, 
to January, 1914 (304 Equitable Bldg., Baltimore, pp. 28); and the 
Second Report, January, 1914, to January, 1915 (pp. 41). 

Employment and Compensation of Prisoners in Pennsylvania (Har- 
risburg, Penal Commission, 1915, pp. 112). 

Digest of Labor Laws of Oregon, by O. P. Hoff, state labor commis- 
sioner, revised to June 30, 1915 (Salem, 1915, pp. 32). 


Money, Prices, Credit, and Banking 

MakineG anp Usinc or INpEx Numsers. Bulletin No. 173 of the 
federal Bureau of Labor Statistics, Index Numbers of Wholesale 
Prices in the United States and Foreign Countries (Washington, 
1915, pp. 329), is divided into two parts: The Making and Using 
of Index Numbers (pp. 110), and Index Numbers of Wholesale 
Prices in the United States and Foreign Countries (pp. 210). 
Professor Wesley C. Mitchell of Columbia University is responsible 
for part I, the Bureau for part II. 

The bulletin opens with a statement of its “aim and scope”: 

The aim of this bulletin is to make the index numbers of wholesale prices 
currently published in the United States and foreign countries more accessible, 
more intelligible, and therefore more useful. 

To this end the leading series of index numbers, compiled by official 


bureaus, financial journals, and private investigators both at home and 
abroad are described in detail. The history of each series, the source from 
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deed, one of the best popular expositions imaginable, but it is much 
more. It contains an immense amount of original work and is a real 
contribution bristling with suggestive ideas. 

For example, chapter III, The Characteristics of Price Fluctua- 
tions, opens up an almost untouched field in the application of modern 
statistical method to the subject of prices. This chapter makes use 
of the data contained in Bulletin No. 149, An examination is first 
made of the year-to-year individual percentage fluctuations and then 
of fluctuations over longer periods. In discussing the year-to-year 
fluctuations, concentration (about the median) is illustrated by a 
table of decils of a chain index number. <A chart makes this con 
centration very apparent. 

Having discussed the distribution of fluctuations by means of decils 
(which of course divide each frequency curve into ten parts of 
equal area), a (total) frequency curve is itself given. This is 
based upon the percentage changes in 5578 cases of change in in- 
dividual prices from one year to the next. A “normal curve” is then 
fitted and comparisons made. The concentration is shown to be 
considerably greater in the actual than in the normal distribution. 
This is, however, somewhat accentuated by the extremely large 
number of cases of no change in price (12.494 per cent), which 
naturally do not correspond to any tendency to mass around any 
average, but merely to inertia. 

Almost more interesting, however, than the great concentration is 
the fact that the curve is apparently asymmetrical. The median and 
the mode stand at 0, while the arithmetic mean is + 1.36 per 
cent. The greatest fall is 54.6 per cent, while the greatest rise is 
103.3 per cent. This asymmetrical distribution is probably due 
in part to the fact that the method of treatment tends to give the 
data a sort of quasi-heterogeneity. To be strictly homogeneous, 
the variations of each year would have to be measured from the 
arithmetic mean of the percentage movements of that year—not 
from 100 per cent. To illustrate—if the average percentage move- 
ment one year was 10 per cent rise, we would not expect to find a 
normal distribution around 100 but around 110 per cent. 

However, everything seems to point to the fact that, even were 
this slight source of uncertainty eliminated, the distribution would 
still be asymmetrical. In table 2 (decils of the chain index numbers) 
the decil columns are added and averaged. Now, though this treat- 
ment does not give exactly the same results as if the percentages 


were each year taken as of the median and not of 100 per cent, 
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would surely shed new light on the question of the most desirable 
average. What is the most probable value for the general percentage 
movement? If the “errors” (variations due to the influence of 
particular commodity factors) were distributed arithmetically accord- 
ing to the normal law, the arithmetic mean—least mean square 
deviation—would certainly seem indicated. But if the logarithms 
of the percentages and not the percentages themselves follow more, 
closely the curve of error, is not the geometric mean indicated? 
from that point the sum of the squares of the logarithms of the 
percentage deviations will be a minimum; and is not this what 
sound theory should demand? 

Having discussed the characteristics of year-to-year fluctuations, 
chapter III passes on to an examination of longer periods. A chart 
is given (p. 22) illustrating the distribution of percentage variations 
from 1912 to 1913 and from 1890-99 to 19138. The greater con- 
centration of the one-year fluctuations is very pronounced, though 
the charting of the raw percentages instead of the percentages of 
each mean tends to exaggerate the effect a little. 

The conclusions of chapter III are: ‘‘(1) that year-to-year changes 
in the price level can be measured with good prospects of success, 
because such variations show a [comparatively] symmetrical distri 
bution and a marked degree of concentration about their central 
tendency; but (2) that measurements of variations between years far 
apart have a more problematical value.”’ 

In chapter IV, section 5, Base Periods, these conclusions come up 
in connection with a discussion of the relative merits of fixed base 
and “chain” index numbers. One-year fluctuations are more con 
centrated than those over longer periods, and, moreover, “most users 
of general-purpose index numbers prefer to make their comparisons 
with recent dates.’ On the other hand, though “chain relatives for 
successive years can be multiplied together to form a continuous 
series, it is not easy to give the later members of the series a 
concrete meaning.” Hence “the recent reaction against index numbers 
made by striking arithmetic means and in favor of index numbers made 
by adding actual prices.” 

A curious and interesting characteristic of chain numbers is illus- 
trated in the table on page 41. Chain numbers for the bureau’s data 
calculated by the “long” method (true calculation de novo) are placed 


‘ 


side by side with “short’’ chain numbers (percentage that the bureau's 


number, base 1890-99, is each year of the preceding year). There 
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American index numbers—Bureau of Labor Statistics original, Bureau 
of Labor Statistics revised, Bradstreet’s, Gibson’s original, Dun’s, Gib- 
son's present, and The Annalist’s. These numbers are shown to contain, 
in the above order, the following percentages of foods—24, 28, 29, 42, 
50, 100, 100. These food percentages are largely the key to their 
differing actions. In general any number will correlate more closely 
with an adjacent number than with a more remote one—‘‘the prices of 
agricultural products are largely dependent upon the yield of each 
season’s harvests, while the prices of most other articles are less de- 
pendent upon weather conditions than upon the activity or depression 
of business.” 

After a critical valuation of these seven series, a new series is 
proposed (p. 112): 

It seems feasible to construct an American series which would present 
a stronger combination of good qualities as a general-purpose index number 
than any now existing. The original quotations might be collected from the 
records of the Bureau of Labor Statistics and Bradstreet’s, a list of commodi- 
ties more complete than Bradstreet’s and better balanced than the bureau's 
might be drawn up, the use of actual prices might be adopted from Brad- 
street’s and Dun’s, the several commodities might be weighted by physical 
quantities after Dun’s fashion, but with the use of a criterion more appro- 
priate to wholesale prices, and the whole process of construction might 
be set forth with the frankness characteristic of the Annalist and the bureau. 


Part I closes with eight general conclusions: 

1. Year-to-year variations are capable of being measured with a 
close approximation to accuracy. 

2. Accuracy decreases with increase of time. 

8. Methods of construction should be adapted to the particular 
purpose for which the results are to be used. A single series can 
not conceivably be devised which will serve all uses equally well. 

t. The best form for a general-purpose series is a weighted aggre- 
gate of actual prices. 

5. The more commodities that can be included in such an index 
number the better, provided the system of weighting is sound. 

6. Probably the best weights to apply are the average physical 
quantities of the commodities bought and sold over a period of years 
without reference to the number of times their ownership is changed. 

7. Relatives of individual commodity prices should be published. 

8. The actual prices of as many commodities as possible should 
be published, even though some of the quotations may not now be 
available for use in making an index number. 

Freperick R. Macavray. 
University of Washington. 
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1915 (Secretary, Charles Hann, Merchants-Mechanics’ Bank, Balti- 
more, pp. 121); and Proceedings of the Twenty-first Convention of the 
California Bankers Association, held May 27-29, 1915 (Secretary, 
Frederick H. Colburn, 1064 Mills Bldg., San Francisco, pp. 262). 

Banking reports received recently are: 

Fourteenth Annual Report of the Commissioner of Banking of 
West Virginia, for 1914 (pp. 135). 

Twenty-third Annual Report of the Secretary of the State Banking 
Board on the Nebraska Building and Loan Associations (Lincoln, 
1915, pp. 153). 

Reports on the Condition of the State, Private and Savings Banks of 
North Carolina (Raleigh, North Carolina Corporation Commission, 
1915, pp. 162). 

Sizteenth Annual Report of the Kansas Building and Loan Asso- 
ciations, 1914, published by the Kansas bank commissioner (Topeka, 
pp. 70). 

Annual Report of the Board of Bank Commissioners of New Hamp- 
shire (Concord, 1915, pp. 394), which contains a brief summary of 
legislation in regard to New Hampshire bank commissioners with the 
names of all commissioners who have served since 1837. 

Annual Report of the Commissioner of Banking and Insurance rela- 
tive to Savings Banks, Trust Companies, and State Banks of Dis- 
count and Deposit of New Jersey for 1914 (Trenton, pp. 342). 

Annual Report of the Superintendent of Banks of New York rela- 
tive to Savings and Loan Associations, 1914 (Albany, pp. 923). 


Public Finance 

Tue New York Revenue Sitvation.—New York State and par- 
ticularly New York City are confronted with the most serious fiscal 
problems that have faced them in a long time. Last year for the first 
time in several years, the state was compelled to resort to a direct 
tax for the purposes of its budget. This tax amounted to approxi- 
mately $17,000,000, nearly 70 per cent of which was borne by New 
York City. As soon as it was known that the direct tax for state pur- 
poses would be levied, public attention was centered upon the tax 
problem, and agitation for tax reform was started in several quarters. 

To appreciate the significance that is attached to the direct tax 
for state purposes in New York, it is necessary to understand the policy 
of New York State in the matter of separation of sources. Ever since 
1880 the state has been gradually constructing a system of special 
taxes, with a view to obtaining revenues from these “indirect” sources, 
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fact is that real estate in some sections of New York City has suffered 
a sharp decline and is paying more taxes than it can bear without 
destroying capital value, while in other sections of the city, real estate 
is rapidly increasing in value and could bear a larger proportion of the 
cost of government. 

Two fiscal problems, therefore, confront both the state and the locali- 
ties: the one is a need of more revenue; the other is the urgent need 
of equalizing the tax burden. It is believed by many of those who have 
studied the problems that both of these needs can be met by the same 
measure, but there is quite a wide divergence of opinion as to which 
of several suggested plans should be adopted. 

The points upon which the greater number of students seem to agree 
are: first, that the vestige of the personal property tax still remaining 
upon the statute books should be abolished ; second, that before increas- 
ing the rates upon any of the sources now being taxed, we should devise 
, plan of reaching certain well-known evidences of tax-paying ability 
that are now almost entirely escaping. The following are the principle 
sources that are now escaping: intangibles of wealthy individuals and 
corporations escaping either because of peculiarities in the New York 
tax law or because of the breakdown of the general property tax; for- 
eign corporations doing large amounts of business in the state, but 
escaping almost entirely as a result of unusual conditions in New York 
City as well as the peculiar court decision known as the McLean case; 
manufacturing corporations, enjoying unusual privileges in New York 
State, but paying less proportionately than in almost any other state 
in the Union; salaries of highly paid business and professional men. 

No reform has been enacted, but several proposals will be laid before 
the legislature during the present session. The committee appointed 
by Mayor Mitchell, of which Professor Seligman is the chairman of the 
executive committee, looks favorably upon two plans: first, an abilities 
tax, to be composed of three parts—a business rentals tax, a habitation 
tax, and a salaries tax; second, a state income tax. 

The Joint Legislative Committee on Taxation, of which Senator 
Ogden L. Mills is chairman, has been at work for six months and has 
just written its report for the legislature. This report will be pub- 
lished within two weeks, but the conclusions of the committee can not 
yet be made public. It is known, however, that some of the members 
of the committee strongly favor the income tax. This plan contemplates 
a 2 or 8 per cent tax on the income of individuals above $1600, and 
upon the income of general business corporations; the tax to be col- 
lected by the state, but to be returned to the localities according to 
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1915 (Municipal Reference Library, 500 Municipal Bldg., New York, 
pp. 154, 15¢.) are devoted to the subjects of finance and taxation. 


Under date of June 22, 1915, the Department of Finance of New 
York City published a brief summary of the Constitutional Provisions, 
Legal Enactments, and Court Decisions Determining New York City’s 
Debt within the Debt Limit (pp. 8). 


The detailed financial operations of the city of New York may be 


found in a bulletin entitled Financial Summary, September 380, 1915 


pp. 120) published by the city department of finance, W. A. Prender- 


gast, comptroller. 


The National Shawmut Bank has issued a pamphlet entitled A State 
Tax on Incomes (Boston, 40 Water St., Jan., 1916, pp. 15). It notes 
that opposition to the principle of the income tax has very largely 
subsided and that from now on discussion is likely to concern itself with 
the administrative features of the tax. 


The Eighth Annual Report of the Statistics of Municipal Finances 
of Massachusetts (Bureau of Statistics, Boston, 1915, pp. 301) con- 
tains three charts illustrating the trend of municipal expenditures, of 
debt and assessed valuation, and showing the volume of certification of 


notes by months during a period of five years. 


The Massachusetts state forester (6 Beacon St., Boston) has issued 
The New Massachusetts Forest Taxation Law Explained and Printed 
in Full (pp. 43). This deals with the new law passed in 1914. It 
describes the purpose of the new act, how it works, and the new taxes 
including the forest land tax, forest commutation tax, and forest 
product tax. Illustrations show what kinds of land pay the several 
taxes. 


The Colorado Taxpayers’ Protective League in coéperation with 
the city council and auditor of the city and county of Denver have 
been publishing a series of reports in order to illustrate the new 
system of accounting whereby the budget is set forth in a more intelli- 
gible form. It is hoped that an experiment of this sort lasting over a 
period of six months will lead to an adoption of the system. The 
third report carries the figures of 1915 through September 30 (pp. 
35). A pamphlet entitled Uniform System of Accounts for the City 
and County of Denver, Issue of 1916 (pp. 81) contains definitions of 
terms, classification of accounts, general instructions as to methods 
of keeping the records, and text pertaining to what shall be included 
under each separate account. A Manual of Accounting and Business 
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statistical monograph on cancer and a statistical directory of defective, 
dependent, and delinquent classes. This will show the cost of main- 
tenance per inmate. The preparatory work on the decennial census of 
religious bodies will be begun as soon as possible. Legislation is recom- 
mended to authorize the decennial collection of statistics of marriage 


ind divorce. 


The Bureau of the Census has published The Census of the Deaf and 
Dumb, 1910 (Washington, pp. 8). 


Insurance 

Lire INsuRANCE INVESTMENTs AND Farm Mortaaces. The subject 
for discussion at the ninth annual meeting of the Association of Life 
Insurance Presidents was the investment of funds of life insurance 
companies (see Proceedings of the Ninth Annual Meeting of the Asso- 
iation of Life Insurance Presidents, New York, 1915, pp. 146). Dur- 
ing the past year, Mr. Robert Lynn Cox, the general counsel and 
manager, has conducted a thorough investigation of the amount of such 
funds invested in farm mortgages. The investigation included 126 com- 
panies, the real estate mortgages of which amounted to 97 per cent 
of all such loans held by American life insurance companies. Real 
estate mortgages, during the years 1904 to 1914, increased two and 
one half times, amounting at the last-named date to $1,706,000,000. 
This represented 34.58 per cent of the total assets of American 
life insurance companies, and was exceeded in amount only by the 
investments in bonds, which amounted to $1,981,751,698 or 40.16 
per cent of the total assets. Stocks during the past decade have 
fallen in amount to $90,000,000 less than one fourth of the amount 
for 1904. Of the 148 companies from which data were obtained, 
17 make loans only on farm property, 15 only on real property in 
cities, towns and villages, while the remainder, 116, loaned on both 
urban and farm property. Of the total mortgage loans, 39.03 per 
cent were on farms in the United States, 59.24 per cent on other real 
property in the United States, and 1.73 per cent were on real estate 
mortgages in Porto Rico, Canada, and other foreign countries. 

Statistics were collected in respect to the geographical distribution 
of the loans, which showed that less than 1 per cent of the farm 
mortgages were held in the Middle Atlantic States, while 86 per 
cent of such mortgages were in the northwestern group of states. 
In general, the farm loans in the eastern states are small, in the 


central, northern, and southern states larger, but in the southwestern 
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pensation, Length of Term and Present Value of Payments by Lump 
Sum (Oct., 1915, pp. 24). 


Insurance pamphlets received are as follows: 

Origin of the Standard Fire Insurance Policy, an address delivered 
before the Insurance Society of New York, Nov. 22, 1911, by Elijah R. 
Kennedy (pp. 24). 

Health Insurance. Standards and Tentative Draft of an Act (New 
York, American Association for Labor Legislation, Nov., 1915, pp. 26). 

The Ohio State Insurance Manual. Rules and Rates Effective July 
}, 1915 (Columbus, Industrial Commission of Ohio, 1915, pp. 185). 

Court Decisions and Attorney General’s and Department of Labor 
Opinions Relative to the Workmen’s Compensation Act (St. Paul, 
Minn., Department of Labor and Industries, Bulletin No. 11, pp. 52). 

Thirty-ninth Annual Report of the Commissioner of Insurance and 
Banking of Texas for the Year ending August 31, 1914, Pertaining 
to Insurance (Austin, Tex., 1915, pp. 275). 

Savings Bank Life Insurance, by Burton Mansfield, insurance com- 
missioner of Connecticut, a paper read at the meeting of the National 
Convention of Insurance Commissioners, Monterey, California, Sept. 
23, 1915 (pp. 14). 

Fourth Annual Report of the Industrial Insurance Department of 
the State of Washington for the Twelve Months Ending September 
80, 1915. The Workmen’s Compensation Act (Olympia, 1915, pp. 
119). 
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Murgay, R. A. L’applicazione dei procedimenti matematici alle scienze soviali 


nel momento attuale. Giorn. d. Econ., Oct., 1915. Pp. 19. 


OpeRFOHREN, FE. Die Idee der Universalikonomie bei Boisquillebert und 


Argenson. Weltwirtsch. Archiv, Apr., 1915. 


Spann, O. Ein Beitrag zur volkswirtschaftlichen Theorie des Krieges und der 
Kriegskosten, Jahrb. f. Nat. Oek., III, 50, 5, 1915. Pp. 17. 


[rsvurtivs, J. Der Begriff der Bediirfnisses. Seine psychologische Grundlage 
und seine Bedeutung fiir die Wirtschaftswissenschaft. Jahrb. f. Nat 
Oek., III, 48, 6, 1914. Pp. 70. 

A study of the psychological foundations of economics. The fol 
lowing writers are cited: Brentano, Cihel, Déring, Gossen, Grimm, 
Gurewitsch, von Hermann, von Ihering, Kraus, Lexis, Meinong, Miin 
sterberg, Oppenheimer, Paulsen, von Philippovich, Roscher, Sax, 
Schiffle, von Schmoller, Schumpeter, Suabedissen, Vierkandt, Wagner, 
Wahle, von Wieser, and Wundt. 

pe. Veccnio, G, Lineamenti generali della teoria dell’ interesse. Giorn. a. 
Econ., Nov., 1915. Pp. 54. 

A survey of contemporary interest theories and a clearing of the 
ground for the author’s own theory, which will be set forth in another 
instalment of his article. 


Economic History, United States 
(Abstracts by E. L. Bogart) 
Curnwen, S. Journal of a journey from Salem to Philadelphia in 1755. Essex 
Inst. Hist. Coll., Jan., 1916. Pp. 8. 
Gives information as to condition of roads. 
Daniets, G. W. American cotton trade with Liverpool under the Embargo 


and Non-Intercourse acts. Am. Hist. Rev., Jan., 1916. Pp. 12. 


Hinke, W. J., ed. Report of the journey of Francis Louis Michel from Berne, 
Switzerland, to Virginia, October 2, 1701-December 1, 1702. Va. Mag. 
Hist. & Biog., Jan., 1916. Pp. 43. 

Contains much of economic interest. This account has been trans 
lated for the first time. 

Marrzotrr, C. L. Land grants for education in the Ohio Valley states. Ohio 
Archaeol. & Hist. Quart., Jan., 1916. Pp. 12. 


Mirus, H. A. Economic aspects of Japanese immigration. Am. Econ. Rev 
Dec., 1915. Pp. 17. 

Morrett, J. Account of a trip to Ballston and Saratoga Springs in August, 
1813. Penn. Mag. Hist. & Biog., Oct., 1915. Pp. 9. 

Interesting account of means of travel. 

Ranpaur, J. G. The Virginia debt controversy. Pol. Sci. Quart., Dec., 1915 
Pp. 25. 


Traces the history of the debt from 1861 to date. 
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Toennies, F. Die historisch-geographischen Richtungen der Neuzeit. Welt- 
wirts. Archiv, Oct., 1915. Pp. 12. 
A broad survey of the period 1492-1914. 


A step in the progress of Paraguay. Bull. Pan Am. Union, Nov., 1915. 


Agricultural Economics 
(Abstracts by John Lee Coulter) 
Firour, L, B. and Moore, C. T. Suggestions for parcel post marketing. Farm- 
ers’ Bull. No. 703. Pp. 19. 
A careful outline dealing with postal requirements, parcel post zones, 
size of packages, containers, packing for shipment, agreeing on prices, 
business arrangement as to remittances, the economics of this type of 
marketing, and details as to quality and appearance of produce and 
standards of quality. Illustrated. 
Herrick, M. T, and Incatis, R. How to finance the farmer. Pamphlet of 
the Ohio State Committee on Rural Credits, Cleveland, Dec. 1, 1915. 
Pp. 58. 
A clean-cut statement covering the general rural credits movement, 
the old farm mortgage craze, building and loan associations, landschafts, 
bond and mortgage companies, and an exposition of rural coéperative 
banking, advocating private enterprise as against state aid. 
Hitt, J. S. Organized credit for farmers. Address delivered Nov. 16, 1915, at 
Durham, N. C. Pp. 20. 
A careful outline of plans for coéperative credit for farmers, covering 
mortgage credit and personal credit and showing the logical place of the 
building and loan association in rural life. 
Kitz, O. M. The farm water supply. Circular 43, Extension Dept., College 
of Agriculture, Morgantown, W. Va. Pp. 16. 
Economie and health considerations briefly considered. Illustrated. 
I1oyp, O. G. Farm leases in Iowa. Bull. 159, Iowa Experiment Station, 
Ames, Ia. Pp. 50. 
A study of relationship of landlord and tenant; profitable farming, 
fair division of returns, various methods of renting, copies of forms 
used, ete. 
Lusin, D. Direct dealing between producer and consumer. Sen. Doc. 240, 
64 Cong., 1 Sess. Pp. 40. 
An outline of a plan for direct dealing between farmers and con 
sumers in cities, through the parcel post service, using mail order 
methods. 
McCarcuen, G. The case for cotton. Bull. of the Univ. of South Carolina, 
No. 43, Pt. V, Oct., 1915. Pp. 16. 
An economic study of the advisability of producing cotton, using 
fertilizer, etc., at different price levels. 
MacRag, H. Vitalizing the nation and conserving human units through the 
development of agricultural communities. Ann, Am. Acad., Jan., 1916. 
Pp. 8. 
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Der Mar, A. How to sell machinery to Latin-America. Engg. Mag., Dec., 
1915. Pp. 16. 

Rather general discussion of some problems in South American trade 
E.uorr, P. Our foreign trade in farm and forest products, Bull. U. S. Dept. 
Agri, No. 296, Oct. 25, 1915. Pp. 50. 

Statistical digest. 

hrannery, J. F, Tank steamers. Syren, Jan. 5, 1916. Pp. 3 

Historical; progress in construction. 

FRIEDMANN, M. Die deutsch-oesterreich ungarische Wirtschaftsgemeinschaft. 
Schmollers Jahrb., No. 4, 1915. Pp. 16. 

Movement for customs union; obstacles; advantages. 

A. L’esportazione del frumento dell’ Australia. Giorn. d. Econ., 
Oct., 1915. Pp. 29. 

Govautt, E. Influence de la conservation frigorifique des denrées périssables 
sur le prix de la vie aux Etats-Unis. Journ. des Econ., Oct. 15, 1915. Pp. 
ll. 

Based on report of U. S. Department of Agriculture. 

Hiatt, W. S. United States united for trade in foreign lands. Ry. Age Gaz., 
Jan. 7, 1916. Pp. 3. 

Marketing advantages of French comptoirs; example for American 
manufacturers. 

Huppack, J. H. The government and the wheat trade. Econ. Journ., Dec., 
1915. Pp. 10. 

Some aspects of the policy of British government in regulating 
wheat trade. 

Jacoss, P, Zucker industrie und Zuckerhandel im Kriegsjahre 1914-15. Schmol- 
lers Jahrb., No. 4, 1915. Pp. 50. 

Effect of war on sugar trade; government regulations. 

Jounson, E. R. War's bearing on American merchant marine. Annalist, Jan 
10, 1916. Pp. 2. 

Merchant marine needed; stimulative measures necessary. 
Kennepy, P.B. The seaman’s act. Ann. Am, Acad., Jan., 1916. Pp. 12. 
Provisions of act; problem of removing our competitive disability. 
Kies, W. S. The necessity for organization in international trade. Econ. 
Wld., Dec. 18, 1915. 

Lozé, E. Les charbons Américains et leur exportation. 1.'Econ, Frang., Jan. 
1, 1916. Pp. 2. 

Descriptive. 

Marsu, A. R. The beginning of the end of the United States Cotton Futures 
act. Econ. Wld., Oct. 16, 1915. Pp. 2. 

Although district court held act unconstitutional because it origi 
nated in Senate, it is believed that substantive portions are also 
unconstitutional. 
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States government toward our mercantile marine—subsidies, Seaman's 
act, Ship Purchase bill, a merchant marine commission, and other 
topics; also several papers on relation of investments to foreign trade. 
Canada’s great waterway. Syren, Jan. 5, 1916. Pp. 6. 

Recent improvement in St. Lawrence navigation. 

risig in shipping on the Pacific. Com. Repts., Sept. 30, 1915. Pp. 5. 
American trade in Pacific seriously menaced by withdrawal of 
Pacific mail steamers. 

The dyestuff situation to date. Bull. Nat. Assoc. Wool. Mfrs., Oct., 1915 
American production increasing but inadequate; protective duty 
needed. 

Japanese shipping and ship building. Syren, Jan. 5, 1916. Pp. 6. 

Growth of shipbuilding facilities. 

The official cotton standards of the United States. U.S. Dept. Agri., Service 
and Regulatory Announcement, No. 6, Jan., 1916, Pp. $2. 

Explanation of method of preparing standards. 

Shipbuilding capacity of the United States yards. Mo. Bull. Chamber of Com 
merce of State of N. Y., Dec., 1915. Pp. 12. 

Results of special inquiry regarding present conditions and future 
prospects. 

The Spanish fruit trade. Syren, Jan. 5, 1916. Pp. 4. 

Methods of handling export trade. 

Steamship company finance in war time. Syren, Jan. 5, 1916. Pp. 3. 

Figures for numerous British companies. 

he textile alliance plan. Bull. Nat. Assoc. Wool Mfrs., Oct., 1915. Pp. 12. 


Arrangements for exports of wool manufacturers; effect of war on 
wool imports. 


What of our merchant marine? Annalist, Dec. 13, 1915. 


The world’s coming tariffs and commercial treaties. Americas, Oct., 1915. 


United States should prepare for negotiation of “up-to-date” com- 
mercial treaties with European countries. 


Railways 
(Abstracts by Julius H. Parmelee) 
Auurx, G. Les chemins de fer britanniques et la guerre. Journ. des Trans- 
ports, Nov, 27, 1915. Pp. 5. 
Description of the British war-railway organization from the French 
viewpoint. 
Auurx, G. La crise des transports. Journ. des Transports, Dec. 25, 1915. Pp. 6. 
Serious transportation conditions in belligerent and neutral coun- 
tries due to the war. 
Auurx, G. L’exposition de San Francisco et les chemins de fer frangais. 
Journ. des Transports, Sept. 25, 1915. Pp. 3. 
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Dewsnup, E. R. Recent financial investigations by the Interstate Commerce 
Commission. Ann. Am. Acad., Jan., 1916. Pp. 15. 

The New Haven, Frisco, St. Paul, and Rock Island investigations. 
Drxon, F. H. The railways and their masters. Annalist, Jan. 10, 1916. P. 1. 
Survey of federal and state laws enacted during 1915 in the field of 
railway regulation, also of important decisions, 

Dixon, F. H. The trend of railway earnings in the year 1915. Ry. Age Gaz., 
Dec. 31, 1915. Pp. 3. 

Revenues per mile in 1915 lowest since 1909. Increase in net 
revenue over 1914 due to deferred expenditures that must be made good 
in the future. 

Dixon, G. D. Preparedness and our railroads. Ry. Rev., Dec. 11, 1915. Pp. 4. 
Importance of the railways as a military asset; sufficient revenues 
should be allowed the railways to maintain a high standard of prepared- 
ness. 

Dunn, S. O. Education for railway work. Ry. Age Gaz., Nov. 12, 1915. Pp. 3. 
Emphasizes the value of the broadest possible education. One fourth 
of railway officials are college bred. 

Dunn, S. O. The Interstate Commerce Commission and the railroads. Ann. 
Am. Acad., Jan., 1916. Pp. 18. 

Describes the piecemeal development of public control over railways, 
and the serious conflict between state and federal policies. Advocates 
greater power for the Interstate Commerce Commission to meet both 
these factors. 

Fontarne, F. L. The Boston & Maine tangle. Mag. Wall St., Jan. 8, 1916. 
Due largely to the incubus of unprofitable leases. 

Hatsey, F. M. The New York, New Haven & Hartford Railroad. Its financial 
status. Moody’s Mag., Jan., 1916. Pp. 4. 

Historical resumé set forth without comment. 

Havsmeister, P. Ueber die Vor- und Nachteile einer weiteren V ereinheitlich- 
ung im deutschen Eisenbahnwesen unter Beriicksichtigung der wiirttem- 
bergischen Interessen. Zeitschr. f. ges. Staatswis., No. 3, 1915. Pp. 24. 
Discusses pro and con the further unification of the several state 
railway systems of Germany. Concludes that further union is desir- 
able, but should not proceed too suddenly. 

Huatr, W. S. The efficiency of French women as railway workers. Ry. Age 
Gaz., Nov. 19, 1915. Pp. 3. 

Some 25,000 women are at work on French railways under war 
conditions. 

Hiatt, W. S. Europe struggling with a ship and car shortage. Ry. Age 
Gaz., Jan. 21, 1916. Pp. 3. 

Huarr, W. S. French railway accidents in war time. Ry. Age Gaz., Nov. 26, 
1915. Pp. 2. 

Remarkable freedom from accidents is shown by the records. 
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Description of the successive steps taken since July 31, 1914, to 
make the French railway system adequate both to the military and the 
economic problems of war. 


Prant, L. G. The fuel department—a constructive criticism. Pro. N. FE. 
Railroad Club, Nov. 9, 1915. Pp. 11. 
Provtry, C. A. The federal valuation of utilities. Ann. Am. Acad., Jan., 1916 

Description of valuation work of Interstate Commerce Commission. 
RarratovicnH, A. Les chemins de fer en Allemagne. L’Econ. Frang¢., Jan. 8., 

1916. Pp. 3. 

Adaptation by Germany of its own railways, and those of con- 
quered territory, to war demands. 

Riecet, S. S. The locomotive of recent developments. Pro. Central Ry. Club, 
May, 1915. Pp. 11. 

With various illustrations. 

RovutannD, E. La chemin de fer de Bagdad. 1’Econ. Franc., Dec. 25, 1915 
Pp. 2. 

Scnuttze, E. Opfer der Eisenbahnunfille in der Vereinigten Staaten von 
Amerika. Archiv f. Eisenbahnw., Nov.-Dec., 1915. Pp. 18. 

A study of the railway accident problem in the United States, 
written with very little comprehension of the facts, of their bearing, 
or of the underlying causes. 

Suoup, P. Railway conditions in California. Elec. Ry. Journ., Dec. 11, 1915. 

Only one of 25 electric lines in California paid a dividend in 1915, 
owing to increased expenses and taxes and severe automobile competi- 
tion. 
Suovur, P. Relation of railways to agriculture. Elec. Ry. Journ., Oct., 16, 

1915. Pp. 3. 

Electric railway practice in the development of farm traffic. 

Snyper, G. D. The country’s railroads and national defense.. Ry. Age Gaz., 
Nov. 26, 1915. 

Based on our railway record in the Civil and Spanish wars. 

Sprovie, W. One shareholder to three railroad employes. Santa Fe Mag., 
Oct., 1915. Pp. 2. 
Towner, A. M. When a railroad “goes broke.’ Mag. of Wall St., Nov. 27, 

Dec. 11, 25, 1915, Jan. 8, 1916, Pp. 3, 3, 2, 2. 

A series describing the steps in a rai’way reorganization. 

Vaw Avuxen, K. L. Track maintenance. The big problem—labor. Ry. Rev. 

Oct. 23, Nov. 20, 1915. Pp. 4, 4. 

W. K. Bulgariens Verkehrspolitik und Verkehrawesen 

Archiv f. Eisenbahnw., Nov.-Dec., 1915. Pp. 20. 

Account of recent improvements in the systems of railways and 
highways in Bulgaria. 
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Railways and the war: Enlistment of railwaymen. Ry. News (London), Dec 
11, 1915. Pp. 2. 

Points out various devices by which British railway employees can 
he released for war service. 

Railways improve agricultural interests. Ry. Journ., Nov., 1915. Pp. 15. 
Symposium based on the replies of 45 railways to the following 
question: What is your company doing, and about what are your 
annual expenditures, for better farming and better farm life? 

The railway situation from different viewpoints. Ry. Age Gaz., Dec. 31, 1915 
Pp. 11. 

Symposium of the views of six railway officials, one interstate com 
missioner, one state commissioner, one consulting engineer, and one 
railway contractor. 

Railway statistics. Archiv f. Eisenbahnw., Nov.-Dec., 1915. 

Switzerland, 1918; Hungarian state railways, 1913; Norway, 1913 
1914. 

Receiverships and foreclosure sales. Elec. Ry. Journ., Jan. 1, 1916. Pp. 2. 
Electric railway mileage placed under receivership in 1915 was the 
largest in five years—1,152 miles, with $79,600,000 outstanding 
securities. 

Les résultats de 1914. Journ. des Transports, Nov. 27, 1915. Pp. 4. 


A series, covering the state system. 


Accounting 
(Abstracts by Martin J. Shugrue) 
\rnotD, B. J. Foundation principles of valuation. Elec. Ry. Journ., Oct. 9, 
16, 1915. Pp. 7, 4. 
Purpose of valuation, detailed methods, overhead expenses, non- 
physical value, depreciation, amortization, the purchase clause; social 
aspect and needs of the industry are also treated. 
Barrows, W. P. Receivers and public accountants. Journ. Account., Jan., 
1916. Pp. 14 
The function of accountants in preventing the necessity of re 
ceiverships and in furnishing information during financial readjust- 
ment. 
Benton, A. A. Federal reserve rediscounts and requirements as to certain 
financial statements. Trust Companies, Oct., 1915. Pp. 4. 
The essential points which public accountants should consider in 
preparing for the Federal Reserve banks certified financial statements 
of borrowers. 
Carrott, H. W. Municipal accounting and its relationship to government. 
Journ. Account., Oct., 1915. Pp. 11. 
Desirability of the general adoption of a model business system of 
municipal accounting for cities of the United States. 
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tal. Author differentiates between capital expenditures and revenue 
charges, and analyzes problem of depreciation, capitalization of deficits, 
and franchise payments. 

Jurcensen, D. F. Suggested form of inventory for valuation of common car- 

rier property. Journ. Assoc. Engg. Socs., Oct., 1915. Pp. 10. 

Proposed skeleton form of inventory to be used in preparation of 
“Tentative valuation of common carrier property” and one form for 
analysis of each of five principal items of inventory. 

Kerr, D. S. Consolidated balance sheets. Accountant, Nov. 20, 1915. Pp. 3. 

Facts the balance sheet of a holding company should show. 
McRar, T. B. Accounting for rents. Elec. Ry. Journ., Dec. 25, 1915. P. 1. 

Raises some interesting points to be discussed editorially in an 
early issue. 

Moxey, L. W., Jr. Bookkeeping and cost-keeping for electrical contractors. 
Elec. Wld., Nov. 20, 1915. Pp. 2. 

Describes an actual system showing forms and explaining how they 
are filled out. 

Muniz, G. Finding costs in the steel foundry. Iron Trade Rev., Sept. 9, 1915. 


Nasu, L. R. Depreciation reserves as affected bu property growth. Am 
Econ. Rev., Mar. 1916. Pp. 20. 


Reev, D. A. Assessing costs of extensions in a municipally owned plant. 
Journ. Am. Water Works Assoc., Dec., 1915. Pp. 13. 

Principles involved in assessing special benefits of certain civic 
improvements against abutting property. 

Royce, F. P. Capitalizing betterments. Stone & Webster Pub. Serv. Journ., 
Oct., 1915. Pp. 3. 

If betterments to public service companies result in advantages so 
great that both the company and the consumer will benefit, a proper 
part of their cost should be capitalized. 

Sriuman, W. J. Formulae for calculating interest on farm equipment. 
U. S. Dept. Agri. No. 53., Oct. 12, 1915. Pp. 4. 

If accuracy in cost accounting is to be obtained it is necessary to 
determine a proper basis for calculating interest on the various items 
of farm equipment. Concrete examples explained. 


Sravs, E. FE. The designing of accounting systems. Journ. Account., Dec., 


1915. Pp. 8. 
A general description of methods which have been found helpful in 
designing of accounting systems. 
Scuntey, W. T. Treasury stock. Journ. Account., Dec., 1915. Pp. 5. 


Treasury stock should be treated as a deduction from capital stock 
issued rather than as an asset. 


Tuomson, E. H. Farm cost accounting. Journ. Account., Dec., 1915. Pp. 20. 


Essential farm records and their interpretation. Farmers Bulletin 
661 is discussed and a portion of it reproduced. 
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The present status of regulation, the basis of sound regulation, and 
the purpose of regulatory commissions. 


Caamps, W. J. The inefficiency of municipal ownership. Stone & Webster 

Pub. Serv. Journ., Nov., 1915. 

Presents facts and statistics concerning operation of municipal 
utilities in Seattle, which in the writer’s opinion indicate a lack of 
efficiency. 

Harron, A. R. Constitutional home rule and public utility legislation in 

Ohio. Utilities Mag., Nov., 1915. 

The struggle to secure and maintain for Ohio cities the right of 
municipal ownership. 

Hemman, R. E. The development by commissions of the principles of publi 

utility capitalization. Journ. Pol. Econ., Nov., 1915. 

Traces the development by commissions of the fundamental prin 
ciples of public utility capitalization. 

Hopexins, H. C. Franchise of public utilities as they were and as they are. 

Journ. Am. Water Wks. Assoc., Dec., 1915. 

Changes in nature of franchises, wrought by utilities commission 
movement. 


Keaty, P. J. Municipal codperation in utility management, Elec. Ry. Journ., 
Oct. 23, 1915. 
Discusses and illustrates four theories of coédperation between mu- 
nicipalities and privately owned utilities. 
F. Tendencies in central-station rate-making. Elec. Wid., Oct. 23, 
1915, 


Maintains that the tendency of electric rates for a long period has 
been downward; and asks, How long can this process continue? 
Sterrett, J. E. The comparative yield on trade and public service investment. 

Am. Econ. Rev., Mar., 1916. Pp. 8. 
Tatsot, G. W. State versus federal control of water power. Pub. Serv., Oct. 
15, 1915. 

Opposes federal control; regards the Ferris bill as an unwarranted 
invasion of state sovereignty. 

Jolting the jitney. Pub. Serv., Oct. 15, 1915. 


Reasonable regulation puts jitneys out of business. The jitney 
business on the decline. 


Raising the municipal fares in England. Stone & Webster Pub. Serv. Journ., 
Dec., 1915. 


A report of the discussion of municipal ownership problems which 
occurred at the recent annual conference in London of the Municipal 
Tramways Association of Great Britain. Discussion is centered upon 
the rising costs of operation in war time. 
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Crakk, L. D. Workmen’s compensation in the federal Congress. Journ. Pol. 
Econ., Oct., 1915. Pp. 14. 


Reviews the legislation and the proposed compensation laws for 
federal employees and for workmen in interstate commerce. 

CrveceR. Die deutschen Genossenschaften wdhrend des Krieges. Jahrb. f. 
Nat. Oek., III, 50, 1, 1915. Pp. 38. 

The effect of the war on each of the forms of codéperative association. 

Dovenerty, N. F. Mutual benefit association on the Pennsylvania. Ry. Age 
Gaz., Dec. 10, 1915. Pp. 3. 
The association is made up exclusively of Pennsylvania Railroad 

employees, and is opposed to strikes. 

Fircu, J. A. Probing the causes of industrial unrest. Survey, Dec. 18, 1915; 
Jan. 1, 1916. Pp. 7, 6. 

Reviews of the reports of the United States Commission on Indus- 
trial Relations. 

GarpeL, K. Hilfe den Textilarbeitern! Soz. Praxis, Nov. 11, 1915. Pp. 5. 

The deplorable conditions among the textile workers due to the war 
necessitate relief. 

Gompers, S. Labor history in the making. The 1915 A. F. of L. convention. 
Am. Federationist, Jan., 1916. Pp. 18. 

GranaM, I. J. Working hours of women in Chicago. Journ. Pol. Econ., Oct., 
1915. Pp. 9. 

Statistical study of the working hours of Chicago women, based on 
official reports. 

Hiatt, W. S. The efficiency of French women as railway workers. Ry. Age 
Gaz., Nov. 19, 1915. Pp. 3. 

Levert, T. Die gesetzliche Regelung des Arbeitsnachweises. Ann. f. Soz. Pol. 
& Gesetz., IV, 3-4, 1915. Pp. 12. 

The interests of labor demand more effective governmental control 
of employment offices, especially those conducted in the interest of em- 
ployers’ associations. 

Marot, H. Trade unions and minimum wage boards. Am. Federationist, Nov., 
1915. Pp. 3. 


Trade-unionists should not acquiesce in the principle that wages are 
to be fixed by the cost of living. 


Parker, C. H. The California casual and his revolt. Quart. Journ. Econ., 
Nov., 1915. Pp. 17. 
Effective organization of the California casual laborers is unlikely. 
Porrnorr, H. Die Sicherung des Existenzminimums. Soz. Praxis, Sept. 30, 
1915. Pp. 3. 
Argues from war experience the possibility and desirability of 
furnishing every citizen a minimum subsistence in goods. 
{gricultural strikes according to recent official statistics. Mo. Bull. Soc. & 
Econ. Intell., Nov., 1915. Pp. 8. 


The distribution, duration, and results of such strikes in Italy. 
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the present position of the bank. Journ. Inst. Bankers, Nov., 1915. Pp. 21. 
Essay awarded a prize by the Institute of Bankers. 
Det Mar, A. The evolution of national money and its climax in the federal 
reserve system. Journ. Am. Bankers Assoc., Dec., 1915. Pp. 2. 
Monetary issues mark progress of civilization. Interesting statement 
Densy, C. Chinese and American exchange. Bankers Mag., Jan., 1916. 
Doveoras, A. W. Does the gold supply control prices? Annalist, Oct. 18, 25, 
Nov. 1, 8, 1915. Pp. 4. 
Series of four articles. Denies that variation in supply of gold 
controls price movements. 


Drener, H. J. Wisconsin’s experiment in applying its rural credits lau 
Journ. Am. Bankers Assoc., Nov., 1915. Pp. 4. 


Experiment a success in developing new land. Bankers codperate 
in making loans. 


Har, P. L. The federal reserve banking act. The Mid-West Quart., Jan., 


1916. 
Hianrison, M. W. Study course in savings banking. “Savings banking in Eu 
rope.” Journ, Am. Bankers Assoc., Jan., 1916. 


HorrMann, W. Deutsche Banken in der Tiirkei. Weltwirts. Archiv, Oct., 
1915. Pp. 12. 

German banks have exerted the primary influences in building up 
business relations between Germany and Turkey. 

Jenntnes, H. J. Why not a currency loan? Nineteenth Cent., Dec., 1915 

Dangerous proposals which might lead to a paper money régime in 
England. 

LanspurcH, A. Die grossen Notenbanken im Dienste der kriegfiihrenden 
Staaten. V, VI. Oct., Nov., 1915. Pp. 17, 13. 

V. Analyzes the monetary situation in Italy since her entrance into 
the war. VI. Success of Reichsbank in providing war loans to the 
state and funds for industries of the nation. 

Lanspurcn, A. Zur Frage des Bérsen-Moratoriums. Die Bank, Oct., Nov., 
1915. Pp. 12, 15. 

In these two articles the author compares methods pursued on the 
bourses of Berlin and Paris in meeting difficulties arising since war 
began. 


Lanvespercer, J. Das Geld- und Kreditwesen im Kriege. Weltwirts. Archiv, 
Oct., 1915. Pp. 18. 


Ltmonon, E. L’industrie et le crédit en Italie. Journ. des Econ., Oct. 15, 
1915. Pp. 10. 
Merchants and manufacturers complain of lack of support for 
business. Remedy is that they should and could offer banks good 
commercial paper and secure extensive credits. 


Levy, R.-G. French money, banking, and finance during the great war 
Quart. Journ. Econ., Nov., 1915. Pp. 20. 
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opposition to necessary shifting of reserves. Present large cash hold- 

ings of member banks would render immediate transfer of reserves 

easy. 

Wuus, H. P. The first year of the new banking system. Pol. Sci. Quart., 

Dec., 1915. Pp. 27. 

Considers the organization of the system and its initial working, 

standardization of commercial paper and improvement of lending 

conditions, problem of rate of discount, unimportance of currency 

function of reserve banks, collecting and clearing checks, income earn- 

ing power, and the question of banking leadership. 

Bank of the Netherlands, 1914-1915. Bankers’ Mag. (London), Nov., 1915. 

Report by the president of the bank giving details of successful oper- 

ation from July, 1914, to June, 1915. 

Future of the reserve system. Journ. Am. Bankers Assoc., Nov., 1915. Pp. 11. 
Several articles. Mr. Warburg insists, for federal reserve banks, on 
a broad policy of large gold holdings and unimportance of dividends. 
Chairmen Rich and Bosworth declare a paradoxical situation. Mem- 
ber banks want dividends, yet are reluctant to see reserve banks com- 
pete for business. National Association of Credit Men advocates 
domestic trade acceptances. 

The imperial bank of Germany. Bankers’ Mag. (London), Oct., 1915. Pp. 2. 
Tables showing coin and bullion held and notes issued 1876 to 1914. 
Influence of war is marked in amount of note circulation. 

The national agricultural bank. Mo. Bull. Econ. & Soc. Intell., Oct., 1915. Pp. 6. 
Argentina establishes the bank to promote rural industries and co 

operative credit societies. 

Organization and work of the real estate credit societies (conclusion). Mo. 
Bull. Econ. & Soc. Intell., Sept., 1915. Pp. 13. 

Shows condition of 61 societies and gives details of action of a 
typical society (Dijon). 

The recent gold and currency operations of the federal reserve banks. Econ. 
Wid., Dec. 11, 1915. Pp. 4. 

Defends administrators of reserve system against criticisms of 
Commercial and Financial Chronicle. 

Report of the imperial bank of Germany for the year 1914. Bankers’ Mag. 
(London), Oct., 1915. Pp. 32. 

Report given in ertenso. 

Rural credits campaigners introduce avalanche of bills in Congress. Journ. 
Am. Bankers Assoc., Jan., 1916. 


The work of the special agricultural credit institutes in 1914. Mo. Bull. Econ. 
& Soc. Intell., Oct., 1915. Pp. 10. 

Italy’s method is to grant credits through minor local institutions. 
The world’s new money. Annalist, Jan. 3, 1916. Pp. 2. 

A year of a new era. Annalist, Nov. 15, 1915. P. 1. 


Part played by federal reserve system in business revival. 
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Considers the effect of the war on British credit, both public and 
private. 
lize, G. L’emprunt de guerre italien 4 1/2% net (ler-18 juillet 1916). Rev. 

Sci. Légis. Finan., July-Sept., 1915. Pp. 49. 

A critical discussion of the Italian war loan of July, 1915. Mediocre 
results due probably to low incomes of the mass of the people, lack of 
knowledge concerning loan, and, possibly, to lack of patriotism among 
well-to-do. 

'hze, G. Les finances de guerre de la France. II. Les pouvoirs financiers 
conférés au Gouvernement pour conduire la guerre. Rev. Sci. Légis. 
Finan., July- Sept., 1915. Pp. 109. 

Presents with critical discussion the text of laws giving the French 
government extraordinary financial powers for carrying on the war. 
Regrets certain departures from the constitution. 

Jones, C. L. War and public finance in South America. Journ. Pol. Econ., 
Oct., 1915. Pp. 16. 

Describes the measures taken by the South American republics to 
meet the shock of the war. Finds a general disposition to maintain their 
credit. 

LawreNce, F. W. P. War economics. Econ. Journ., Dec., 1915. Pp. 9. 

Compares the merits of various methods of meeting war expenditure. 
Navarga-Craimé, G. La guerra e l'imposta sulle successioni. Rif. Soc., Aug.- 

Oct., 1915. Pp. 8. 

Immediately after outbreak of the war, France and England abol- 
ished inheritance taxes upon the estates of men killed in the war. 
Marsu, A. R. National war debts in the light of economic analysis. Econ. 

Wid., Oct. 16, 1915. Pp. 6. 

Develops Mill’s argument concerning the rapid recovery of countries 
devastated by war and concludes that “it cannot be argued that they 
will emerge from the war substantially poorer than they were before 
it began.” 

NormManD, J. La dette municipale de la Ville de Paris (emprunts et annuites 
diverses). L’Econ. Frang., Oct. 23, 1915. Pp. 3. 

Traces the history of the various issues which make up the present 
debt of the city of Paris. 

Payen, E. L’application de la loi réformant Vimpét foncier non bati. L’Econ. 
Franc¢., Oct. 2, 1915. Pp. 3. 

Describes the transformation of the French tax on unimproved land 
from an apportioned to a rated one and compares by departments the 
old and the new assessments. 

Sanvers, W. New taxation and the investor. Finan. Rev. Rev., Dec., 1915. 
Pe. il. 

Considers, from the investor's point of view, the working of the new 
rates of the British income tax and the excess profits duty. 

Smmson, H. L. Former secretary of war explains state’s financial muddle. 
Greater N. Y., Oct. 25, 1915. Pp. 4. 
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Hanaver, W. Der Krieg und die deutsche Arbeiterversicherung. Jahrb. f. 
Nat. Oek., III, 50, 4, 1915. Pp. 26. 

The various branches of the German social insurance system, al- 
though organized for operation under peace conditions, have not only 
withstood the strain of war conditions, but have also expanded in several 
mportant respects. 

Horrman, L. S. Some practical workmen's compensation questions. Elec. Ry. 
Journ., Dec. 18, 1915. Pp. 3 

Analysis of the Pennsylvania act, with explanation of experience 
under similar provisions in the New Jersey act. 

Kine, G. The new national life tables. Journ. Inst. Actuaries, Oct., 1915. 
Pp $7. 

Explanation of methods used in preparing the life tables published 
in the seventy-fifth annual report of the registrar-general of births, 
deaths and marriages in England and Wales. 

Riecer, R. Causes of legislation against fire underwriters’ associations. I. 
Econ. Wld., Dec. 11, 1915. Pp. 3 

Legislation hostile to underwriters’ associations is in no small part 
lue to failure to eliminate discriminations between classes of risks, 
between kinds of policies, between localities and between particular 
risks. 

Riecer, R. The legal status of underwriters’ associations Ill Econ. Wld., 
Jan. 15, 1916. Pp. 4. 

Fire insurance rates are the problem of greatest importance in 
present-day insurance. Underwriters’ associations have certain definite 
and useful functions and any evils which arise from the existence 
of these associations can best be cured by regulation, not prohibition, 
of them. 

Rircer, R. Protection of a mortgagee’s interest in real property by insurance 

Journ. Pol. Econ., Dec., 1915. Pp. 9. 

Court rulings on the various types of contracts. 

Rourgeck, W. Der Krieg und die deutsche Hagelversicherung. Zeitschr. f. d 
ges. Versicherungswis., Nov., 1915. Pp. 7. 

The years 1914 and 1915 were successfully concluded by the hail 
insurance companies, which also rendered special service to the farmers 
in Belgium and Poland. 

Rorn, L. Pension funds for public service employees. Survey, Oct. 30, 1915. 

The New York Public Service Commission (Second District) al- 
lowed a public utility company to contribute to an employees’ pension 
fund as one of its reasonable expenses. Writer concludes that this 
action places the fund under control of the commission and holds that 
employees’ rights will be better protected by such control. 
Scatrercoop, C. FE. The synthesis of rates for workmen’s compensation. 

Econ. Wld., Jan. 8, 1916. Pp. 6 

Summary statement of ten essential cost factors which must be used 

by rate calculators. 


—— 
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The probable effect upon German unity of the inclusion of a large 
number of Jews with distinct racial characteristics. 
Lavcx, W. J. A new aspect of an old problem. Annalist, Sept. 27, 1915 


A study of the number of wage-earners in the United States who 
come from the countries now at war in Europe. 
larrre, J. Les statistiques de natalité. Reéf. Soc., Oct., 1915. Pp. 10 

The growth of religion is selected as the most likely means by which 
the birth-rate in France can be increased. 

PrincsHEmM, O. Grundbesitzverteilung und innere Kolonisation Ann. f. Soz 
Pol. IV, 3-4, 1915. Pp. 10. 

The division of the land into smaller farms seems likely to reduce 
emigration from Germany. 

Sunriver, W. P. Immigrants on the Pacific coast. Immigrants in Am. Rev., 
Sept., 1915. Pp. 4. 

A short study of the economic and social condition of the immi 
grants on the Pacific coast. Most of the information was obtained 
from a series of conferences. 

Witcox, W. F. Some population statistics of the Pacific coast. Quart. Pub 
Am. Stat. Assoc., Dec., 1915. Pp. 16. 

The conclusion is reached that most of the remarkable increase of 
population in these states since 1900 has been due to immigration from 
other states and only to a small extent from surplus of births over 
deaths. 

Pauperism and Charities 
(Abstracts by Frank D. Watson) 
Bosanquet, B. Politics and charity. Charity Organ. Rev., Nov., 1915. Pp. 15 

An attempt to indicate the scope of action of government and volun 
teer agencies respectively in the field of social service. The author 
believes that because of the need of a high degree of expertness some 
forms of social service still demand a greater remoteness than others 
from directly political control. 

Puetps, L. R. Some lessons of war relief. Charity Organ. Rev., Oct., 1915. 

“Need of strength and more effective coéperation in social service” ; 
and far more training for social workers. Optimistic as to the future. 
Improving social conditions in New York City. Charity Organ. Bull. No. 105, 

1916. Pp. 58. 

Part II of the annual report of the Charity Organization Society 
of New York City (Part I, covering the Department of General Work 
with families was published as an earlier bulletin, No. 100, Dec. 1, 
1915). Itis a record of work done by the Tenement House Committee, 
the Committee on Criminal Courts, and the Committee on the Preven- 
tion of Tuberculosis. 


Social service and the federal government. Soc. Serv. Rev., Nov., 1915. Pp. 2 
A brief and appreciative account of the work of the Public Health 


Service. The second of a series of articles describing the human 
betterment work of the various governmental departments. 
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As regards the problem of the nature and effects of injuries . . . there can 
be no great differences between one country and another. An examination of 
the statistical material of various countries shows that there is practically no 
variation from country to country. It appears that whatever its nationality, 
the human machine is a human machine, and that its average resistance to 
injury and its average speed of recovery from injury vary very little 

Later, my theory was stated more specifically :* 

Given a sufficiently variegated industrial activity, the distribution of acci 
dents according to their physical results will be fairly uniform anywhere. 

Some of the best students of compensation problems, such as Pro 
fessor A. W. Whitney,* now manager of the Workmen’s Compensation 
Service Bureau, and A. H. Mowbray,° actuary of the Massachusetts 
Employees Insurance Association, have not only accepted the theory, 
but substantiated it by numerous statistical tests. 

The main purpose of the table, as already stated, is to measure the 
comparative cost of different compensation schedules. The differences 
are many and complicated. Were all accidents of the same character, 
the question would be a simple one, but act A may treat temporary 
disability more liberally than act B, dismemberments less liberally, and 
fatal accidents in the same way. There are perhaps 20 or 30 different 
kinds of dismemberments, and for every one of them a different scal 
of compensation may exist. How shall we say that, in the whole, act 
A is so many per cent costlier than act B? Evidently we must assume 
that there is a certain relation between the frequency of accidents of 
different degree of gravity, and that out of 100 accidents (or 100,000) 
there will be so many fatal cases, so many losses of arms, so many 
cases lasting two weeks, etc. In other words, a standard accident 
table is necessary. But, of course, if there is no one distribution of 
accidents which would hold true of both states at least approximately, 
then such a comparison becomes quite impossible. 

As explained in my book, the greatest difficulty is the absence of a 
universally accepted definition of an accident. In Massachusetts, for 
instance, all accidents are reported even if the time lost be five minutes, 


or none. In Russia, those under four days are not reported, etc. ‘‘Evi- 


*“Scientific methods of computing compensation rates,” in the Proceedings 
of the Casualty Actuarial and Statistical Society of America, vol. 1, no. 1 
(1915), p. 18. 

*See “Memorandum concerning a proposed scale of compensation benefits to 
be paid workmen injured through industrial accidents, now under con- 
sideration by the Industrial Accident Board of California,” 1912. 

*See typewritten memorandum entitled “A suggested basis for the deter 
mination of comparative cost of different schedules, and some comparisons 
thereof,” 1912. 
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I believe every unprejudiced statistician will agree that we are deal 
ing here with a definite standard distribution, independent of local 
conditions. Of the slight differences which appear, most can be readily 
explained by differences in the application of the compensation act. 
Thus in the federal statistics, the percentage of accidents under two 
weeks is lower, and those of two to four weeks higher. There are at 
least two definite reasons for this: The reporting of minor accidents 
uncompensated under the act was admittedly deficient in 1908-1911; 
and the provision under which injuries under 15 days receive no com- 
pensation at all, while those 15 days and over receive full compensation 
from the day of injury, tends to throw a certain number of accidents 
from the first into the second group. 

Professor Fisher says: 

I'he basis of compensation awards and of compensation insurance is not 
the naked or objective physical fact, but the physical fact as judged by those 
who administer the laws. 

Undoubtedly true. I have emphasized in the formula quoted above 
the “physical results’ of the accidents. Still the judgment, no matter 
how capricious, must bear some relation to the physical facts. It must 
be remembered that every time a new compensation law goes into 
effect, the Actuarial Committee is called upon to furnish a law differ 
ential for the new untried law. Even if the facts are assumed to cor- 
respond to the Standard Accident Table, and the word of law is 
known, the method of application by the commission or courts can only 
be a matter of guesswork. If we refuse to accept the above hypothesis, 
which for a time was nicknamed the “Rubinow law,” all basis for scien- 
tific rate making disappears. 

Judgment, in addition to physical fact, becomes very important when 
dealing with partial permanent disabilities. Who shall tell what 
degree of disability a stiff elbow, or a shortened leg, or an unhealed 
fracture represents? This condition was clearly recognized in the 
preparation of the Standard Accident Table. Certain assumptions 
had to be made. Some of them undoubtedly will need revision. Hence 
the temporary character of the first edition. It is Professor Fisher's 
privilege to disagree at this time with some of these assumptions, but 
that does not establish “neglect and denial of relevant data” by the 
author. Again let us examine the definite specifications. 

In this country, happily, there are probably not so many as 110 permanent 
total disabilities to the 100,000 accidents. In Massachusetts in 1912-1913 there 


7 


were but 7 from 52,267 injuries and in Washington there were but 28 in 
42,231 cases disposed of up to September, 1914. 
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In fact, since in Massachusetts total disability is compensated for 
500 weeks only, after which all payments stop, what statistical basis 
is there for determining whether the case will last long after the 500 
weeks? Furthermore, what necessity is there of such decision as to 
the permanency, since it makes no difference in award? 

Nevertheless, it is significant to observe that in Massachusetts during 
the first year out of 7 cases of permanent total disability 3 were due 
to specific injuries as described above, while in the second year out of 
20 cases there were only 5 of this character. In other words, during 
the first year only 4 cases were recognized as belonging to the group 
of permanent total disability, even though the injuries were not so 
gruesome, and in the second year 15 cases. It is, of course, certain 
that whether the condition is recognized in the second year or not pay- 
ment of the compensation will go on, and it is important that it be 
provided for in the insurance rate. 

The third important point which Professor Fisher raises pertains 
to the distribution of partial permanent disability cases by degree of 
disability. As an examination of my book will show, this group of 
cases proved to be the most difficult to handle, and a substantial part of 
the study was devoted to it (pp. 23-32). The reason is obvious. In 
the discovery of the existing condition, and especially in its appraise- 
ment, the element of human judgment enters very largely. It is quite 
likely that for some time the tendency in this country will be to judge 
these cases too lightly. In fact, the milder cases will not be recog- 
nized at all. For this reason the number of cases to be expected 
in this country was estimated as low as appeared reasonably 
safe. But this elimination of the lighter cases should of itself increase 
the average degree of disability per case. For this reason the Danish 
figures were discounted—which Professor Fisher finds objectionable. 

Whether the distributions finally compiled (with about 53 per cent 
under 20 per cent disability) will still prove too high, only satisfactory 
statistics for a number of years will demonstrate. But the reference 
which Professor Fisher makes to the experience of the state of Wash- 
ington is altogether irrelevant and based upon insufficient analysis of 


the statistics of that state. 

The maximum award for any permanent partial disability is fixed by the law 
at $1,500 for the loss of a major arm at or above the elbow. This is arbitrarily 
estimated to be a sixty per cent disability, each one per cent of permanently 
reduced efficiency being awarded $25. All other permanent partial disabilities 
are awarded in proportion to the estimated disability as compared to the loss 
of the major arm, each injury being awarded $25 for each one per cent disa- 
bility as estimated in the schedule of permanent partial disability.* 


*Second Annual Report of the Industrial Insurance Department of the State 
of Washington, p. 96. 
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ience of one or a few states may be utilized for the purpose of construct 
ing rates for all other states, each with a different law. Because of this 
method, many American states, in which compensation laws have gone 
into effect since 1914 or will go into effect in the future, have had 
and will have at least something approaching scientific rate making 
from the very first day of compensation, something which, perhaps, not 


single Furope an country could boast of 


I. M. Rusinow 
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Maclver, R. M., University of Toronto, Toronto, Ont., Canada 
McLaughlin, John C., 14th and C Sts., N. W., Washington, D. C. 
McMillen, G. B., 606 E. Springfield Ave., Champaign, II. 

Madero, Ernesto, 115 Broadway, New York City 

Mantero, Carlos B., 610 West 116th St., New York City 

Merritt, Miss Ella A., 1437 Park Road, Washington, D. C. 

Miller, Miss Edith M., State Industrial Commission, Columbus, Ohio 
Monroe, Arthur E., 27 Conant Hall, Cambridge, Mass. 

Montgomery, Robert H., 525 West End Ave., New York City 
Newcomer, Miss Mabel, 1230 Amsterdam Ave., New York City. 
Nickelsburg, M. S., 559 Mission St., San Francisco, Calif. 

Notz, William F., Federal Trade Commission, Washington, D. C. 
O'Grady, Rev. John, Catholic University of America, Washington, D. C 
Perlman, Selig, 828 Mound St., Madison, Wis. 

Prentiss, Elliot C., El Paso, Texas 

Reighard, John J., lowa State College, Ames, lowa 

Ried, Miss H. F. H., 100 Broad St., New York City 

Rife, Raleigh S., 23 Kensington St., New Haven, Conn 

Riley, Elmer A., Ohio Wesleyan University, Delaware, Ohio 

Robertson, Thomas M., Federal Trade Commissioner, Washington, D. C. 
Robinson, L. R., 79 Carnegie Ave., East Orange, N. J. 

Rogers, J. H., Yale Station, New Haven, Conn. 

Sack, Isidor, 1029 College Ave., New York City 

Sells, Miss Dorothy, 1769 Columbia Road, Washington, D. C. 

Shelton, Henry W., 35 College St., Hanover, N. H. 

Shoemaker, James H., Cedar Falls, Iowa 

Stein, Herman M., 2147 Honeywell Ave., Bronx, New York City 

Stone, W. J., 838 Rock Glen Ave., Glendale Delivery, Eagle Rock, Colo. 
Straus, Percy S., c/o R. H. Macy & Co., Herald Square, New York City 
Sweney, Fred W., 641 Lexington Place, N. E., Washington, D. C. 
Templeton, W. L., The Quaker Oats Co., 1600 Railway Exchange, Chicago, III. 
Thomson, Edward H., 1417 Belmont St., Washington, D. C. 

Tolles, E. Leroy, 149 Broadway, New York City 

Trent, Ray, 411 S. Fess Ave., Bloomington, Ind. 

Tuttle, Pierson M., Rockaway, N. J. 

Wagel, Srinivas R., Hotel Plaza, New York City 

Wagner, Napoleon, 1101 Emerson St., Denver, Colorado 

Wallace, Charles F., 1504 Commerce St., Dallas, Texas 

Ward, William C., 15 Wall St., New York City 

Ward, W. E., 2020 Cornell Road, Cleveland, Ohio 

Waterbury, C. L., 19 East 24th St., New York City 

Watkins, Myron W., 306 Bryant Ave., Ithaca, N. Y. 

Wermuth, William C., Jr., 4030 Sheridan Road, Chicago, II. 

Wessman, A. C., 531 West 37th St., New York City 

Wheeler, Joseph L., Reuben McMillan Free Library, Youngstown, Ohio 
Whitmore, Edgar, Manhattan Elec. Supply Co., 17 Park Place, New York 
Wiest, Edward, 62 Buell St., Burlington, Vt. 

Willard, N. W., 1015 Railway Exchange, Chicago, IIL. 

Working, Holbrook, 506 Dryden Road, Ithaca, N. Y. 

Wright, General M., 606 S. Hope St., Los Angeles, Calif. 
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[he courses in commerce and business administration at the Uni 
ersity of Illinois, established in 1902 with David Kinley as director, 
have been organized into a college of Commerce and Business Adminis 
tration. Dr. N. A. Weston, assistant professor of economics, has been 
ippointed acting dean. The three departments of the new college 
economies, finance, and statistics; transportation; and business organi 

m and operation—are in the respective charge of Professors Kinley, 


Dewsnup, and Young. 


\ school of business at Columbia University will open in September, 


916 


William H. Allen, formerly director of the Bureau of Municipal 
Research of New York City, has established the Institute for Public 
Service (51 Chambers Street, New York City). 


\ survey of the natural resources of the state of New York has been 
indertaken by a faculty committee in the College of Agriculture of 


Cornell University, headed by Professor E. O. Flippin. 


During the past few months Professor Henry C. Metcalf, of Tufts 
College, has been giving considerable attention to methods of selecting, 
promoting, and discharging employees in large 1 ) plants for 
the purpose of formulating underlying principles affectu.. vu>»tonal 
guidance in industry. He has made investigations of plants in Vir 
vinia, Massachusetts, and Ohio, and has delivered a number of lec 
tures on “The human interpretation of industry.”” Professor Metcalf’s 

rk will be embodied in a Vocational Guidance Report for the June 

onvention of the National Association of Corporation Schools to be 


held in Pittsburgh. 


Dr. John F. Crowell has been appointed executive officer of the New 
York Chamber of Commerce. Hitherto the activities of the chamber 
have been conducted by the secretary, a position formerly filled by 
Sereno S. Pratt and to which the former assistant secretary, Charles 
W. Gwynne, has been appointed. The creation of the position of ex 
cutive officer divides the work between the secretary and this new 
ofice. An important part of Dr. Crowell’s work will be the directing of 
research, including the planning of inquiries and coéperation with 
the various special and standing committees, of which there are fifteen 
\mong the reports on special inquiries recently published is one on 
the capacity of shipyards in the United States. 

(Announcement has been made that prizes offered by Hart Schaffner 
& Marx for 1915 have been awarded as follows: In Class A, first 
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fraternity, and may later be elected permanent members. Both stu 
dent members and permanent members will have equal rights in the 
fraternity. The officers for the present academic year are: president, 
Professor Max F. Meyer of the department of psychology; vice-presi 
dent, professor C. A. Ellwood of the department of sociology; secre 
tary-treasurer, Professor J. E. Wrench of the department of history 
Other institutions desiring to organize chapters are invited to corre 


pond with Professor Wrench 


[Tue AssocraTiION OF CoLLeGiATE ‘TEACHERS or Business Law 
Round-table conferences on the teaching of business law in university 
chools and de partments of commerce, held under th auspices of the 
\ssociation of American Law Schools, in Chicago, December 27-29, 
115, have led to the organization of the Association of Collegiat 
feachers of Business Law. The officers are: president, L. F. Schaub 
Harvard); secretary-treasurer, H. E. Oliphant (Chicago) ; executiv: 

nmittee, the administrative officers and L. E. Young (Illinois), A. W 


Bavs (Northwestern), S. W. Gilman (Wisconsin), and Nathan Isaa 


neinnati ). Its object l to mprove the st ndards ot bus ne 


| first task undertaken by the executive commit! t ’ 
f course now offered in business law \ survey made 


years ago by the United States Bureau of Education and the Ameri 


r Association revealed 240 colleges in which law courses were offered 

non-professional student ost of them in business law I'he 
imber has prol bly in sed nee then tf in the absence of a 

r survev we ma judar | ! the tends ney of the dav to tress 
practical’ courses, (2) the generally admitted increase in the numb 

indergraduates preparing for business careers, and (3) the marked 
mprovements in textbo on th subject sin 1900, 


the absence of the information that the survey alone can furnish 


jiscussions were limited at the conference to (1) the aim, (2) th 


{ 


scope, and (3) the methods of business law On the last of thes 
ubjects there was the nearest approach to unanimity: all of the school 


represented with the exception of St. Xavier's favor the use of ca 

Iudge Geoghehan of that school said that in his subject, sales, the 
J 

presence of a code made the usefulness of cases questionabl Others 


thought the concrete cases on sales the most useful in our books for 


} 


business students in spite of the fact that the code had changed the 


law of each state in a few particulars. During the discussion of this 


subject, Professor Floyd R. Mechem, the well-known authority on 


sales, was present. 
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ec‘ed by Dr. Simkhovitch, of Columbia University. There are com- 
pleie sets of “Le peuple,” “Le voix du peuple,” “Die neue Zeit,” edited 
by Karl Kautsky, “Die socialistische Monatshefte,” and many Russian 


anar hist and terrorist publications. 


The Library of Congress also announces further additions to the 
material for economic history in account books, accounts, and collections 
of correspondence. Important are the papers given to the li>rary 
by Judge Lewis H. Jones, of Louisville, Kentucky, containing mercantile 
and family correspondence dating as far back as 1694. These papers 
relate to the tobacco trade in England, invoices of imports, prices, 
slave purchases, and the cost of family supplies. Among the diaries 
acquired is that of Edmund Ruffin in 25 volumes, 1856-1865. Mr 
Ruffin was a successful scientific farmer on a large scale and a ‘‘firm 


believer in the economic system of the South.”’ 


Professor Emory R. Johnson, of the University of Pennsylvania, is 
preparing a volume on The Panama Canal and Commerce. His Amer 
can Railway Transportation is being revised by Dr. T. W. Van Metre 
and will be published this summer under the title of Principles of Rail 
way Transportation. With the assistance of Professor G. G. Huebner, 
Professor Johnson is also revising his volume on Ocean and Inland 
Water Transportation, which will appear under the title of The Mer 


hant Marine and American Commerce. 


Wilfred H. Schoff, the secretary of the Commercial Museum of 
Philadelphia, has continued his studies in the early history of commerce 
by publishing with a translation and with various illustrative material 
the Greek text of “The Parthian Stations of Isidore of Charax.” 


Mr. J. O. Rankin, of the College of Agriculture of the University of 


Missouri, is preparing an economic history of agriculture in Missour 


Professor Ward W. Pierson, of the University of Pennsylvania, is 
writing a book on Railroad Law to be published in Appleton’s Railway 
Series. 

Professor George G. Groat, of the University of Vermont, is soon 
to publish through the Macmillan Company a book entitled An /ntro 


duction to the Study of Organized Labor in America. 


The nineteenth volume of the Review of Historical Publications Re 
lating to Canada, in the series of University of Toronto Studies, and 
covering the year 1914, devotes about 30 pages to books and articles 


in the fields of geography, economics, and statistics. 
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international socialism. In this series are to be noted: Socialism and 
the War, by Louis B. Bourdin; Socialism of New Zealand, by Robert H. 
Hutchinson; Socialism after the War, by Louis C. Fraina, and Studies 


in Socialism, by Isaac A. Hourwich. 


Johns Hopkins University Circular, No. 10, December, 1915, con 
tains a list of the publications of graduates of the departments of 
history, political economy, and political science, 1901-1915 (pp. 112) 

Professor George H. Mead, of the University of Chicago, has an 
article in the Survey for December 25, 1915, on ““Madison—A review 
f William H. Allen’s report on the survey of the University of 


Wisconsin.” 


The Labor Gazette for January, 1916, contains a bibliography o 
oficial documents of concerted wage movements of railway employees 
1912-1915. 

A recent issue of the Intercollegiate Socialist has a supplement “Who 
gets America’s wealth?” written by William English Walling An 
ther supplement is announced on “Codéperation in the United States 
Intercollegiate Socialist, 70 Fifth Ave., New York). 


Current news in regard to vocational guidance may be found in the 


Vocational Guidance Bulletin (109 Church St., Nutley, N. J.). 


Che Monthly Review of the United States Bureau of Labor Statistics, 


now in its first year of publication, contains in each issue a valuabl 


bibliography of official reports relating to labor very fully annotated, 


and includes volumes published not only in this country but abroad 


The Bankers’ Magazine of London has introduced a new feature in its 
educational section, namely, a department for the benefit of voung 
women, who have been engaged in large numbers by the English banks 


to take the place of men engaged in military service. 


The Department of History in Smith College has begun a quarter}; 
entitled Smith College Studies in History, annual subscription, $1.50 
The editors are Professor J. S. Bassett and Professor S. B. Fay. The 
first number, October, 1915. is An Introduction to the History of Con 


necticut as a Manufacturing State, by Grace Pierpont Fuller. 


A journal established during the past vear is the Monthly Transpo: 
tation Register, published by the Bureau of Applied Economics 
Southern Bldg., Washington, D. C., price $1). The managing editor 
is J. H. Bradford. This contains monthly reports of revenues and 
expenses of railroads, accident statistics, docket, decisions, and reports 


of the Interstate Commerce Commission, and railroad financial news. 
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Mr. E. F. Damon, manager of the Villa Park Orchards Association, 
Orange, California, has been called to take the position made vacant 
by the death of Professor R. H. Ferguson at the Massachusetts Agri 


cultural College. 


Mr. Carson S. Duncan has been appointed lecturer in commercial 
organization at the College of Commerce and Administration of the 
University of Chicago. 

Professor Williard C. Fisher is to carry on the work of Professor 
Jenks at New York University during the latter’s absence for the 
second half of the current academic year. 

Professor J. O. Gillin has been promoted to a full professorship in 
sociology at the University of Wisconsin. 

Dr. K. R. Green is instructor in history and economics at Delaware 


College. 

Professor Thomas L. Harris, of Carlton College, is professor of 
sociology at Miami University, succeeding Professor Vogt. 

Professor Phillip S. Kennedy, of New York University, has been 


appointed Commercial Attaché and assigned to Melbourne, Australia. 


Mr. Theodore Macklin has succeeded Mr. E. D. Baker as instructor 
in rural economics at the Kansas State Agricultural College. 

Mr. G. H. Newlove has been appointed a research scholar on the 
Illinois centennial history which is being prepared by members of the 
faculty of the University of Illinois. 

Mr. Edwin F. Nourse has been elected professor of economics at the 
University of Arkansas. 

Mr. Herman E. Oliphant has been appointed assistant professor of 
business law in the College of Commerce and Administration of the 
University of Chicago. 

Professor W. Z. Ripley, of Harvard University, is lecturing at 
Columbia University during the second half-year. 

Dr. A. M. Sakolski, who is acting as secretary of the Valuation Com 
mittee of the Delaware and Hudson Company at Albany, is assisting 
Dr. Robert Tudor Hill in the courses in economics at Union College 
and is also conducting a course in corporation finance before the Albany 
chapter of the Institute of Banking. 


Dr. Earl A. Saliers, for the part year instructor in accounting at 
Sheffield Scientific School of Yale University, has been promoted to 


the rank of assistant professor. 
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THE APPORTIONMENT OF REPRESENTATIVES 
ANNUAL ADDRESS OF THE PRESIDENT 
Watrer F. Witicox 
Cornell University 


According to an unbroken series of precedents running back to 
the origin of the American Economic Association, some thirty 
years ago, the President selects for the theme of his annual address 
either a fundamental economic problem or some phase of the rela- 
tion between economics and our social, political, educational, or 
legal institutions. In breaking with this tradition I am taking a step 
which requires an opening word of explanation. The reason under- 
lying the precedents and giving them their value is the principle 
that the man whom the Association has honored should offer in 
return whatever he has that seems most worthy of attention from 
the Association and the public. But of that he must be the judge. 
In the present case exceptional circumstances seem to justify an 
unprecedented choice. <A brief statement of the circumstances 
may serve to secure for the subsequent argument a more indulgent 
attention. 

The presidents of a score of American universities were invited 
some years ago by the Census Office to nominate graduate students 
of economics, one from each institution, who might assist in the 
study of various problems within its field of work. The Secretary 
of the Economic Association, who was temporarily in the employ of 
the Federal Government, had suggested that the invitation be given 
and was responsible for the results. His position had grown 
naturally out of his secretarial duties and was intended as a recog- 
nition of an extended report and accompanying papers just pub 
lished by a committee of the Association.’ 

Somewhat more than a year after this group assembled in 
Washington the results of the census of 1900 laid the basis for 
the apportionment law of 1901 and members of the group pre- 
pared for Congress the tables around which the prolonged dis 
cussion centered. While following these congressional debates 
they became interested in certain vexatious difficulties and anoma- 
lies in the method of apportionment, for the solution of which 


* The Federal Census, Critical Essays by Members of the American Economic 
Association collected and edited by a Special Committee, 1899. 
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The Apportionment of Representatives 5 


bers,’ and the other that “each state shall have at least one 
representative.” 

Between 1790 and 1911, inclusive, two fundamentally different 
methods of apportionment were employed, one method in seven 
apportionments and the other in six. It is theoretically possible, 
of course, that the two methods may be equally good or equally bad, 
but probably one method is better than the other and possibly one 
method is wrong and the other right. The two methods differ in 
that one, which I will venture to call the method of an assumed 
ratio, starts from an assumed number of persons to one representa- 
tive, the number being usually but not necessarily a whole number 
of hundreds or thousands; and the other, which, but for the fact 
that it has long been called the Vinton method from the name of 
the representative who introduced it, might be named, in contrast 
to the first, the method of a computed ratio, starts from an as- 
sumed number of representatives in the House and computes the 
average number of persons to a representative by dividing the 
constitutional or representative population of the United States 
by that number. The quotient is then used as a divisor for the 
population of each of the states, a representative is apportioned 
for each unit in the resulting series of quotients, the sum of which 
under all ordinary circumstances is less than the number of repre- 
sentatives to be apportioned, the remainders are arranged in order 
of size, and a representative assigned to each in succession until the 
desired total is secured. This method sometimes leaves one or more 
major fractions, or fractions larger than one half, without an addi- 
tional representative and sometimes gives an additional representa- 
tive for one or more minor fractions, results which have been ser- 
ious stumbling-blocks to Congress but are inherent in the method. 

The Vinton method was used at every census between 1850 and 
1900, inclusive; the method of an assumed ratio was used at every 
census between 1790 and 1840, inclusive, and again in 1910. The 
latter method has taken two forms, one in which all fractions after 
division are disregarded in the apportionment, and the other in 
which all fractions larger than one half entitle the states wherein 
they occur to an additional representative. These two may be 
called the method of rejected fractions and the method of major 
fractions. 

After this preliminary clearing of the ground my main thesis 
may be stated as follows: The method of major fractions is the 
correct and constitutional method of apportionment. 
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portionment it follows that a method giving the populous states 
systematically either more members or fewer members per unit of 
population than the small states is incorrect. 

We have, then, two criteria, of a just and constitutional appor- 
tionment: first, the ratio in each state must be as near as may be 
to the standard ratio; and, secondly, the method must hold the 
scales even between the large and the small states. 

The ratio either for the country or for a state is usually ex- 
pressed as the average number of persons to one representative. 
For example, under the apportionment law of 1911 there were 
211,877 persons to a representative. But for my purposes it is 
better to conceive that each inhabitant of the country or of a state 
has an equal interest in a representative and to express that inter- 
est in the form of a decimal, such as .000005 or .0000047 or 
00000472. A further improvement gets rid of the long decimals 
by taking a round number of people, say 10,000,000, as a unit 
ind computing the number of representatives to that unit. When 
ratios are stated in this form, the meaning is more quickly grasped 
through ear or eye and comparisons between two ratios are more 
easily made. 

Armed with these criteria of a correct apportionment, we are 
in a position to approach the problem. Because of the historical 
interest attaching to it I will first apply the tests to the apportion- 
ment of 1832, the last made under the method of rejected frac- 
tions. The ratio used in the bill before the House was one repre- 
sentative to 47,000 people, which is equal to 213 representatives 
to 10,000,000. Under this ratio Massachusetts was entitled to 
12.99 representatives and the question before Congress was, Should 
it receive 12 or 13? If it received only 12 representatives, it 
would be at the rate of 197 to 10,000,000 people; if 13, it would 
be at the rate of 213 to 10,000,000 people, the standard ratio. 
Tried by Webster’s test of nearness, then, Massachusetts was 
entitled to 13 representatives and was defrauded by receiving only 
12. It is not surprising that Edward Everett in the House and 
Daniel Webster in the Senate joined in a vigorous, though in its 
momentary effect an unsuccessful, onslaught upon a method which 
led to such results. 

They did not notice, however, and since that controversy ended, 
no one, I believe, has remarked, that the system of rejecting all 
fractions, even those as large as .99, confers an unjust advantage 
in the long run upon the populous states, among which at the time 
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If this conclusion is correct, but two methods of those which 
have been tried remain to be examined, the method of major frac- 
tions and the Vinton method. The arguments in favor of the 
former and against the latter are of two classes: practical argu- 
ments likely to gain the attention of members and committees of 
Congress; and theoretical arguments appealing to statists and 
mathematicians, but with little meaning for the general public. 
During the prolonged controversy the solution reached by Con- 
gress has at times appeared to theorists indefensible and the solu- 
tions proposed by theorists have seemed to Congress unjust or in- 
comprehensible. In this controversy I believe that Congress has 
usually been right in its instinctive judgment, but unable or indis- 
posed to furnish a convincing defense of its decision, and that the 
theorists, while better equipped with arguments, have been defend- 
ing an untenable position. 

The fundamental difference between the Vinton method and the 
method of major fractions, as already explained, is that the for- 
mer starts from an assumed number of representatives and the 
latter from an assumed ratio. So we are brought face to face with 
the question, Which is the correct point of departure? Certain 
practical considerations likely to affect the choice of Congress 
between these methods will first be presented and later the more 
theoretical arguments. 

The method of an assumed ratio is implied in the Constitution, 
which says, ““The number of representatives shall not exceed one 
for every thirty thousand.” The purpose and result of this clause 
were to limit the size of the House. If the Convention had had in 
mind a method starting with a number of representatives, it would 
have been more natural to make the clause read, “The number of 
representatives shall not exceed x (e.g., 120 or 112).” The 
phrasing of this limitation indicates that in thinking of appor- 
tionment the members of the Constitutional Convention of 1787 
instinctively began with a round number of persons to each rep- 
resentative. Yet the form of the limitation was doubtless influ- 
enced also by a desire to open the way for an increase in the size 
of the House as the population of the country grew. 

Until long after the fathers of the Constitution had passed off 
the stage, this method was followed without hesitation or challenge. 
When the change to the Vinton method, or method of a computed 
ratio, was made, it was not from dissatisfaction with the method 
of an assumed ratio in the form it took after 1840. The main 
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Vinton method, the other following the method of an assumed 
ratio in its two forms, rejecting all fractions and rejecting only 
minor fractions. In preparing the second set of tables the divisors 
were successive multiples of 500. But a change of 500 in the 
divisor did not regularly change the number of representatives by 
ne. Often no change, often a change of two, occasionally one 
{ three appeared, and in only one third of the cases did the re- 
sults of successive tables differ by one representative. Of the two 
numbers of representatives most considered by Congress, 357 and 
386, the former being the existing number and the latter the small- 
est number under which no state would lose a representative, 
neither occurred in the second series of tables, following the 
method of major fractions. Nevertheless, in its decision Congress 
showed indirectly but convincingly its preference for that method, 
by selecting the Vinton table for 384 members and adding two 
representatives for major fractions which, in the table, received no 
such consideration. Evidently Congress needed a series of tables 
meeting two requirements, each table apportioning one more rep- 
resentative than its predecessor and every major fraction en- 
titling the state where it occurred to an additional representa- 
tive; had sought to meet these conditions by translating the results 
of the Vinton method into those of the method of major fractions ; 
and to do so had broken with the principle on which the Vinton 
method rests. 

To understand how the needs of Congress were met in 1910 we 
may start with a divisor of six million, which is contained in New 
York State’s population of nine million 1.5 times. Under the 
method of major fractions a divisor of six million would assign 
New York two members and every other state one. Let the divisor 
be reduced unit by unit and each of the series of quotients will 
slowly increase; when the divisor falls to about five million, the quo- 
tient for Pennsylvania rises above 1.5 and that state becomes en- 
titled to a second representative. Let the divisor continue to fall; 
at about three and three fourths million Illinois becomes entitled 
to a second representative, and at three and two thirds million 
New York becomes entitled to a third. By continuing this process 
a House of any desired size may be apportioned under the method 
of major fractions. To determine at what ratio the claim of 
any state to any specified number of members matures and to 
arrange the ratios for the several states, boundary ratios, as 
[ have ventured to call them, in one series following the order of 
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ilation to one representative can be computed from the population 

f each state and the size of the House. 

The effect of this false start is felt in certain anomalies or para- 

loxes to which the Vinton method gives rise. 

( A method theoretically sound should apply equally well to the 
ntire range of possibilities whether of interest to Congress or not. 
Phe smallest possible House would consist of 49 members, 48 un 

ipportionable and one apportionable, the last obviously going to 
New York. But if the population of the country is divided by 49 
ind the population of each state divided by the quotient, as the 


’ Vinton method prescribes, New York and Pennsylvania would 
receive four members apiece, even if no fractions were recognized, 
ind only 41 members would remain to be apportioned among the 

other 46 states. Near the lower limit of possibilities the Vinton 


method yields results which are obviously absurd. 

A method theoretically sound should never produce the Alabama 
paradox ; under the Vinton method this paradox frequently occurs. 
In 1901 the majority of the House Committee on the Census recom- 

ended that there should be no increase in the size of the House, 


its number at the time being 357. But in the set of tables we pre- 
, pared under the Vinton method Colorado received two representa- 
tives with a House of 357 or 358 members and three not merely 
for every higher number but also for every lower number down to 
: 350, where the series of tables began. It was more than difficult, 


was impossible, to persuade the House that these results were 
equitable, and its dissatisfaction with them had no little influence 
upon its decision to reject the report of the majority and accept 
that of the minority, substituting another number and table from 
which the Alabama paradox was absent. 

A method theoretically sound must be reversible. Thus, if the 
House is to contain 435 members, that result might be approached 
either by adding representatives seriatim from the minimum of 
18 or by withdrawing them from some number much above 435. A 
method proposed by Seaton and endorsed by Walker in 1882 was 


tested by Congress far enough to show that it uniformly favored 
S the populous states and was incontinently rejected on that ground. 
But if the same method had been reversed and the result ap- 
proached by successive subtractions rather than successive addi- 
tions, the outcome would have been just as definitely favorable to 

- &§ the small states. 
A method theoretically sound should hold the balance true be- 
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is a necessary corollary of the preceding position, but needs espe- 
ial mention, because the use of the geometric mean has recently 
een advocated, ‘To use it, however, not merely would run counter 
, the unvarying conviction of Congress that every major frac- 
gives a valid claim to another seat, it would also result in 
iefeating the main object of the Constitution, which is to hold the 
cales even between the small and the large states. For the use of 
the geometric mean inevitably favors the small state. If it were 
iecessary to favor either group, the large states might be entitled 
to more consideration in the House, because the small states are 
favored in the Senate. But, fortunately, there is no need to favor 
either. 
As a question of pure mathematical theory, apart from all 
nsideration of motive and from all practical arguments about 
the judgment of Congress, I find no unanimity of expert opinion in 
favor of the geometric mean. I have laid the problem before two 
meetings of the Mathematical Club at Cornell University, and, 
although no vote was taken, I inferred from the discussion that 
there was a preponderance of opinion in favor of the arithmetic 
mean. ‘Thus the theoretical arguments of statists and mathemati- 
ans point to the same conclusion to which Congress had already 
been brought by other considerations and establish my thesis, that 
the method of major fractions is the correct and constitutional 
thod of apportionment. 


The House of Representatives is now more than six times its 
size before the first census and four times its size immediately after 
that. Within the half century since the only law passed with a 
design to check its growth was last put in force, it has increased by 
more than four fifths. While it has been thus expanding, no simi- 
lar change, I believe, has occurred in any other representative 
assembly in this or any other country, with perhaps the exception 
of the lower House in Austria, where the conditions are unique. 

If its present rate of growth should continue for another cen- 
tury, the House would include about 1,400 members. Such an 
expansion is unlikely and perhaps in the interest of efficiency the 
increase ought soon to slacken or to stop. From this point of 
view the change made in 1911 gains new importance. It is now 
possible for Congress to prescribe, in advance of an approaching 
census, how many members the House shall contain, to ask the 
Secretary of Commerce to prepare a table apportioning just that 
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PROBABLE CHANGES IN THE FOREIGN TRADE OF 
THE UNITED STATES RESULTING FROM 
THE EUROPEAN WAR 


By Emory R. Jounsox 


The University of Pennsylvania 


International commerce is subject to world-wide competition, 
and the success achieved by any country in foreign trade depends 
upon the four well-known factors of efficiency in production, skil 
ful methods of merchandising, adequate international banking 
facilities, and economical means of transportation by land and sea. 

The prerequisite of a large trade with foreign countries is 
diversification and efficiency in production, and this, in turn, is th 
result of a territorial division of labor and industry that enables 
each section of the country to engage in those activities for which it 
s best equipped as regards climate, resources, and tabor supply. 
It is when the productive energies of a country are so organized 
that all the various resources are intelligently utilized, and that 
labor and capital are applied where they will produce the hest 
results, that an annual output of maximum volume may be secured 
at a minimum unit cost. 

To enable a country as large as the United States to engage, 
with all its resources and energies, in industrial competition with 
‘ther countries and sections of the world, its domestic industries 
and its foreign trade must be served by adequate and economical 
means of transportation by land and sea. The country as a whole 
needs to be supplied with railways, such inland waterways as ful- 
fill present-day transportation requirements need to be improved 
or provided, and the rail and water routes need to be so coérdinated 
ind their management and use so regulated as to make it possible 
for all parts of the country capable of settlement and developmen! 
to engage, so far as their natural resources permit, in the produc- 
tion of those commodities that the country can profitably exchange 
for the foods, materials. and wares of other countries. 

It seems important, in discussing the probable effects of the 
European War upon the foreign commerce of the United States, to 
emphasize the fact (here briefly stated because it is a common- 
place with economists) that neither a larger opportunity to trade 
abroad, nor the development of ocean transportation and interna- 
tional banking facilities will necessarily be followed by a large 
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payment for the commodities they may desire to purchase. Al- 
though South American countries were unable to purchase com- 
yodities in Europe, they did not and could not buy more largely 
in the United States, because their financial dependence upon 
Europe was so great that the war caused a serious disturbance 
of financial conditions in South America and greatly reduced th« 
purchasing power of the people of that continent. American pro 
ducers not being disposed to render South American countries the 
financial assistance they had been receiving from Europe, thos 
countries were unable to maintain their normal industrial activity 
or their usual volume of foreign trade. 

Another lesson that the European War has already taught 
\merican producers is the need of a greater diversification of th« 
ndustries in this country, and the use, for industrial purposes, of 
some important materials and resources that are now wasted or 
mused. The textile industries and other lines of production 
ave, in the past, been to a large extent dependent upon foreign 
supplies of dyes and chemicals. Chemists say that these dyes 
ind chemicals can be manufactured in the United States as well 
is they are made abroad, although temporarily at a higher cost 
than foreigners can furnish the products. It is said that a large 
nitial investment of capital is necessary to establish and maintain 
. plant for the manufacture of dyes. The present duties on coal 
tar products other than dyes are ten per cent ad valorem and 
ire thirty per cent on coal-tar dyes, but these duties are said by 
chemists and manufacturers to be too low to give necessary pro 
tection against foreign competition. Apparently, it would be well 
to afford adequate temporary protection to dyes of various kinds 
luring the early years of their manufacture in this country. 

One of the recognized limitations upon the development of 
foreign markets has been the ineffective merchandising methods 
followed by American exporters. In spite of a long continued 
umpaign as to the necessity of the adoption by American ex 
porters of the methods employed by Europeans in the sale of 
goods in foreign markets, only a few of the large concerns, like the 
Standard Oil Company, the United States Steel Corporation, and 
some others have found it advisable to adopt the methods which 
experience seems to have proven necessary to follow in order to 
sell American goods in South American and other foreign coun 
tries successfully in competition with foreign commerce. 

The European War has. however, so impressed the business men 
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Mr. William S. Kies, of the National City Bank, is authority 
for the statement that over one hundred European banks have estab 
lished branches in foreign countries.” The number of such branches 
is said to exceed two thousand. There are more than one hundred 
in South America, about three hundred in Asia, four hundred in 
\frica, and more than seven hundred in Australia, New Zealand, 
and the Pacific islands. These two thousand branch banks scat- 
tered over the world have assisted European capitalists in making 
investments abroad and have, without doubt, been of great assist- 
ince to the foreign trade of European countries. 

Closely connected with international banking facilities are agen 
cies for financing and promoting American trade and industrial 
enterprises. As this paper is being written, announcement is made 
of the incorporation in New York State of the American Interna 
tional Corporation with a capital stock of fifty million dollars. 
This company is closely affiliated with the National City Bank, 
whose president is the chairman of the board of directors of the 
International Corporation. The purposes of the formation of the 
new corporation, as stated by its president, Mr. Charles A. Stone, 
of the firm of Stone and Webster of Boston, is to do “an interna- 
tional business and to promote trade relations with different coun- 
tries which will help make a world market for our products; for the 
financing and promoting the development in foreign countries by 
American engineers and manufacturers of great public and private 
undertakings ; for the assisting in financing and the rehabilitation 
of industries in foreign countries; for the purpose of undertaking 
such domestic business as seems advantageous in connection 
therewith.” 

Mr. Frank A. Vanderlip, the chairman of the board of directors 
of this corporation, states that the formation of the company “is 
the logical thing to do at this time. It [the company] will stand 
for the development of America along financial and commercial 
lines and will tend to sustain America’s position. . . . This is not 
a banking project, the National City Bank will do what banking 
business is necessary.” 

Companies such as the newly organized American International 
Corporation can be of great aid in the development of the foreign 
trade of the United States. By bringing about a greater use of 
American capital in foreign industries and enterprises a sure basis 


7See Modern Business Supplement, 3d quarter, 1915, pp. 298-299, issued 
by The Alexander Hamilton Institute, New York City. 
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large merchant marine under the national flag during such a war as 
is now in progress, there are those who question the commercial 
necessity of a merchant marine under the national flag during 
times of peace. Merchant vessels of all nations, it is argued, com 
pete with each other to secure the traffic of all countries; and, 
freight rates on the ocean being subject to this competition, it does 
not matter to the people of the United States, or of any country, 
whether their commerce be handled in ships of national or foreign 
register. The argument, however, is not convincing. 

The traders in a country having a large foreign trade require 
the services both of vessels operated under charters and of steam 
ship lines running to the principal markets of foreign countries. 
The steamship line provides a service at regular intervals. Its 
agents solicit the freight of small shippers as well as large ones 
and thus are of assistance to exporters who begin in a small way 
to build up a foreign trade. Moreover, there is no doubt that the 
managers of a steamship line will seek most actively to develop 
the traffic to and from their own country. A steamship line under 
the national flag is an agency for the development of foreign trade. 

The importance to a country’s foreign commerce of having 
under the national flag a large tonnage of vessels that may be 
yperated under charters, i.c., “tramp” steamers, is not so definite 
nor so vital as is the advantage of having a number of vigorous 
steamship lines under the national flag; but it can hardly be 
doubted that the commerce of Great Britain has been much aided 
hy the enormous tonnage of British steamers operated under char 
ters. The foreign commerce of Great Britain must derive sub- 
stantial benefit from having more complete ocean transportation 
facilities than has the foreign commerce of any other country. 

If one result of the European War should be to impress strongly 
upon the people of the United States the advantage of having a 
larger tonnage of shipping under the national flag, is it too much 
to hope that Congress will earnestly seek to adopt a maritime 
policy intended to assist in building up the American marine? 
Up to the present time differences of opinion without and within 
Congress have prevented constructive legislation regarding the 
merchant marine, but the European War may, and ought to, 
make it possible for the advocates of different merchant marine 
policies to agree as to the desirability of creating a federal shipping 
board or of adding to an enlarged Interstate Commerce Commis- 
sion a marine department. Such a shipping board, or marine 
department, consisting of three commissioners expert in maritime 
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the transportation of the import and export trade of the United 
States. ‘The other parts of the chain are the railways which pro 
vide inland transportation, and the seaboard terminals at which 
rail and water carriers exchange traffic. The strength of the chain 
as a whole is the strength of each link. 

‘To meet successfully the keen competition for the world’s inter 
national trade that will prevail after the war, the foreign commerce 
of the United States will require the services of seaboard terminals 
at which traffic may be exchanged between railways and ocean 
carriers With maximum dispatch and minimum cost. ‘The impor 
tance to commerce of efficient terminals is more fully realized in 
some foreign countries than it is in the United States. Liverpool, 
Antwerp, Rotterdam, Hamburg, and other European ports are 
planned, equipped, and administered with a view to minimizing the 
expenses of foreign commerce. When, after the war, American 
manufacturers and merchants have to compete with foreign pro 
ducers and traders striving earnestly to regain lost ground, the 
necessity for a more systematic development of American ports can 
hardly fail to be realized. Should this prophecy come true, we may 
see the railroad companies and state and municipal authorities co- 
operating in harbor and terminal improvements, and we may see 
ports developed according to plans that will provide specialized 
facilities for different kinds of traffic, that will insure the physical 
connection of the railroads with the ocean carriers at all piers and 
wharves, both private and public, and that will so unify all trans- 
portation facilities as to secure for each port maximum efficiency 
and economy in the handling of both foreign and domestic 
commerce, 

As a closing word, it may be well to suggest the necessity of 
being on guard against overestimating the probable effects which 
the European War will have upon American commerce. Interna- 
tional financial and trade relations that have been slowly built up 
and firmly established are not easily changed. The present war 
has given the United States an opportunity to secure a larger place 
in the world’s trade; but the permanency of the advance that may 
be made while the war is in progress will depend upon whether 
capitalists in the United States desire to participate largely in the 
ndustrial development of South America, Asia, and Africa, whether 
American manufacturers and merchants shall decide to strive sys- 
tematically and persistently to increase foreign trade, and whether 
the Federal Government shall make the promotion of foreign trade 
a definite aim. 
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siness life before the war. So far as men liable to military service 
concerned, it was quite natural that they should be interned in 
stile country. This was done with Russian laborers in Germany 

i with German reservists in England. But one did not expect th« 
inding up of foreign-born men who were not part of the army and 
o were willing to follow their peaceful occupations, as happened 
in England. And nobody foresaw that naturalized citizens whose 
iwestors had acquired citizenship a hundred and more years ago would 
deprived of their property, as was done in Russia with German 


rs, and that more recently naturalized citizens would be greatly 


red with in their business relations, as was the case in England 
vor was it expected that the citizens of belligerent states inhabiting 
ral countries would be unable to return, even if in no way con 
cted with the army. 
\ great part of international trade was based on capital investments 
foreign countries. It has always been assumed that the selling of 
reign securities would be an excellent way of providing funds in 
ne of war. Here too, expectations were disappointed. The closing 
of the stock exchanges made many millions of securities unsaleable. 
(he relative weakness of French finance during the war is due to that 
cumstance. It was found, moreover, that the public owning first 
s securities were unwilling to part with them, notwithstanding the 
ra profits given by a falling exchange. It is true that large blocks of 
reign securities were sold. But even this is not a tightening of interna- 
mal credit ties; it means a wiping out of an existing debt, and with 
the curtailment of that share of international trade which was due to 
ivment of interest. 
We are going to see that “nationalization of capital,’ which before 


he war was advocated strongly in France and to a lesser degree in 


rermany. For the breakdown of stock exchanges at the beginning 
f the war is not the only argument against foreign investment. Many 
ecurities on the London and in the Paris stock exchanges, some of 
hem English but many foreign, were the property of foreigners. To 
lay all such property belonging to ‘‘alien enemies” is withheld from its 
wnhers. For example, the interest on American or Brazilian railway 
mds listed in London is paid to a trustee but not to the owners. 
Up to March 1, 1915, this trustee accounted for over $400,000,000. 
On the other hand, the non-payment of Turkish and to a certain degree 
\ustrian coupons is a very severe blow to French investors. It seems 
»me that the war has shown the danger of international interdepen 


lence to an unexpected degree. European economists had discussed 
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of having to continue an export trade with neutrals, for fear of losing 
their markets, whilst she ought to use all her energy at home. Some of 
these dangers can be lessened by bringing about a form of Imperial 
Federation, as outlined by the late Mr. Chamberlain. In the British 
dominions a nationalization of British labor and capital may be 
achieved approaching the ideal of a self-sufficient state. Financial 
ind political reasons which have worked against that scheme before 
will favor it now. Inter-imperial communications, it is true, are sea 
communications too, and exposed to hostile attacks. It may suit Eng 
land when peace is established to safeguard them by adopting the 
principle of the free sea. But even if she does not do so she has 
learned from her own experiences that the legitimate connections be- 
tween neutrals and belligerents may be cut without any risks of 
punishment. That being so, inter-imperial trade, the trade between 
different ports of the possessions of a belligerent, is not more subject to 
hostile interruption than international trade. 

The most severe consequences of the war's influence on international 
relations have fallen on Germany. Three of her neighbors are closing 
her land frontiers; her unfavorable geographical position, with no 
really open outlet to the sea has put her oversea trade at England's 
mercy. Her neutral neighbors are too weak to be able to insist on 
neutral trading rights. Until lately she has been cut off from most 
of her foreign supplies. (She was of course less dependent on foreign 
supplies than England.) Her territory, and that of her Austrian ally, 
is almost four times the area of the United Kingdom, whilst their 
population is not quite three times as large. She has been able to go 
on, notwithstanding all pressure. But her present achievement does 
not give any guarantee that she will be able to stand a similar ordeal 
in later times, when her population may have doubled. Perhaps peace 
will establish the principle of the open sea, making the policy of star 
vation more illegal than it is today. 

Will the guarantees obtainable do away with all danger? If this is 
not the case, Germany must achieve economic security on a wide conti 
nental area. A commercial federation between Germany, Austria, th 
Balkan States, and Turkey can lay the territorial foundation on which 
a policy of self-sufficiency on a broad continental base may be possible. 
This was an old idea, pronounced many years ago by Friedrich List, 
in the days when Austria and Turkey were near neighbors. But even 
such a broad territorial expansion, based not on domination but on co 
operation, will not bring about complete self-sufficiency. Self-suffi 


cieney is only possible if all goods essential to a nation’s life can be 
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n international relations the creditor is at the me rey of the debtor, 
{ not otherwise. 

Russia, on the other hand, is in the position of the debtor \ great 
ire of her exports was always “car marked,” so to speak, for the pay 
nt of interest. Her debt will grow immensely by war loans placed 
broad, and by foreign imports for which she cannot pay with grain 


wing to the closing of the Dardanelles. Moreover, as long as England 


iy 


ids Gibraltar and the Suez Canal, as long as the Baltic remains a closed 


which communicates through three narrow channels with the North 


closed easily in its turn by England’s position and by England's 
ivy) Russia's export will never be free, even if the Dardanelles were 


ed. She has felt the heavy burden an agricultural country has to 


vy when going to war without a sufhcient industrial outfit for the 


juction of modern war material. Russia has strong inducements for 
rrving out the economic ideal of her nationalists,—a self-sufficient 
ian Empire All this will. if I can read the signs of the times, not 
ce for an increase of foreign business relations. ‘The original basis 


international exchange is the diversity of natural economic condi 
ms existing in different countries. ‘The growing size of the different 

siness territories has greatly diminished the importance of this cause. 
Natural advantages of production are re placed by artificial advantages 

ch are brought about partly by inventions and partly by organiza 

m. If security rather than wealth become the aim of organization, 
s scope will be almost unlimited. 

I do not believe foreign trade will stop. Che small countries like 
Denmark and Switzerland cannot hope to do without foreign trade. 
They must go on, on the same precarious basis on which they have 
suffered so much today, if they do not of their own free will enter 
the commercial federations of their neighbors. The young countries of 
the New World will have to go on producing raw material and they will 
have to find markets for it. The big exporting industries in Europe, 
which are accustomed to have a big surplus production, will not like 


give up profi apie marke ts. Dig ports anc arge sleamsnhip companies 
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will go on catering for trade. Outlying colonial possessions will not 
be given up. Sut the obstacles to foreign trade will increase, not 


diminish. Commercial competition may perhaps become more intensi 
fied in some selected neutral parts of the world. The economic de 
pendence of the great nations upon each other will not be as close as 


it has been before. 


G. D. Hancock: Professor Johnson has stated the necessary fa 


tors and prerequisites of A large foreign trade; he has described the 
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rities formerly held abroad; (2) the development at feverish speed 

a large number of highly specialized industries for supplying the 
belligerent countries with munitions of war; (3) the establishment and 
rapid expansion of certain other industries, such as chemicals and 
dves, under the extreme protection afforded by the stoppage of Euro 
pean importations during the war; (4) the supplying to a considerable 
extent of markets temporarily abandoned by the belligerent nations; 
ind (5) the beginning of a rapid growth in merchant marine under 
the United States flag. 

Some of the results of these changes may probably be predicted 
If the European holdings of American capitai should all be can 
celled by the constantly growing balance of exports to Europe two 
mportant results might follow: first, this will make it necessary for 
is to export less or to import more, in order to keep our foreign balance 
straight; and, secondly, it may possibly give to the United States a 
sufficient surplus of capital to extend our investments into foreign 
countries, and thus remove or reduce one of the greatest obstacles to 
the expansion of our foreign trade in the newer countries such as South 
\merica—the obstacle, I mean, due to the lack of capital investment 
n those countries. 

The development of the “war order” industries is in many cases only 
emporary, but in other cases these plants (which will have been paid 
for by war orders) may be used or modified for continued domestic or 
export production. It remains to be seen whether the new industries 
developed in the United States by the war can stand European competi- 
tion after the war; or whether they will go down under this compe- 
tition as did the new manufactures and shipping of the United States 
it the close of the Napoleonic wars. 

t does seem, however, as if some of the obstacles to the development 
of trade with our southern neighbors may be removed by the war. 
American capitalists may now look more and more to Latin America 
for investment and development of new enterprises; political relations 
are much closer among the American nations since the beginning of 
the war; American banks are being established in South America; the 
beginnings of an American merchant marine are probably in sight (if 
this is really a factor of any great importance); and Americans ought 
by this time to be convinced that their merchandising methods need 
some revision. 

When we look at our trade with Europe, however, we see different 
probabilities. Europe will still need our raw materials and we shall 


need many of her manufactures. ut if the United States should be 
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Caru E. Parry We will all agree, I think, with the general drift of 


Professor Johnson’s paper. The war has brought it home to us that 
we are face to face with a new situation which calls upon us to readjust 


ittitude of mind and to reshape some of our policies and institu 
ns. But as vet we are not quite sure that we understand this new 
tuation. Some of us, like Professor Bonn, think that the world has 
irned that too much international trade is a bad thing, because it 
duces too much interdependence. If this is so, we may look forward 

a period of trade restriction, and govern ourselves according]; 
Others of us are impressed with the great and growing importance of 

foreign market; we look forward to an expansion of international 

trade, and feel that we must prepare ourselves to take our share of 

It seems to ne important to determine which of these two contrasted 
ews is most likely to turn out to be right. 

We have heard this morning a sincere plea for the ideal of national 
elf-sufficiency If it represents the present temper of Germany, as 
we have reason to believe that it does, we have one more example of the 
spirit of nationalism which seems to have been so much intensified dur 
ng the present war. This spirit prevails. and has increasingly pre 
tiled, on the whole, throughout the world for more than a generation, 

d it is likely, in my judgment, to lead to commercial results of great 

portance for our own foreign trade It is likely to lead, in short, to 


nother era of high protective tariffs 


After the Franco-Prussian War, and after our own Civil War, the 
vorld witnessed an era of higher tariffs,—in Germany, in France, in 
United States, in Canada, and in Australia,—practically every 


vhere except in the mother country of the British Empire, and tariffs 
went up, on the whole, until the outbreak of the war. Russia was 
reparing to raise her tariff, largely on Germany's account, when the 
ir broke out; she will probably do so after the war. The protec 
tionist sentiment in France, already strong, seems to be growing 
stronger. Part of it demanding commercial discrimination against the 
Central Empires. Germany and Austria are almost certain to form a 
ser tariff union than they have had before. England has a war 
iriff which she is not likely to get rid of very easily; imperial senti 
ent is stronger throughout the British Empire than it has ever been 
before; the formation of an imperial customs union is not beyond the 
inge of possibility. We cannot be oblivious of these prospective 
noves on the part of our best customers. I think we must expect a 


period of higher tariffs that will hamper the trade of the world, includ- 


ng our own foreign trad 
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is for which markets had to be made and found. We began to see 
we need to learn how to sell our goods abroad. And business men 
(hat they needed, among other things, to get together. It was this 
‘ception that led to the formation of such organizations as the Na 
nal Association of Manufacturers, the Philadelphia Commercial Mu 
seum, and the American Manufacturers’ Export Association, of which 
Professor Johnson spoke. It was this movement which bore fruit in 
the establishment of the Department of Commerce and the Bureau of 
Foreign and Domestic Commerce and in the improvement of the consu 
ir service. And one of the chief effects of the war has been to show 
that this movement for getting together must be accelerated. Busi 
ess men must learn to work together better, with less suspicion of 
ne another. I do not know exactly how this is to be done. The mul 
tiplication of trade associations can do a good deal toward accomplish 
ing it. But it is certainly an imperative need of the business world, 
nd the prevailing war is doing a great deal to bring this idea home to 


all of us. 


3. Ovney Hoven: It is a satisfaction, but by no means a surprise, 
to find Professor Johnson warning against an exaggeration of the effects 
f the European War on American commerce. Our foreign trade, at 
east our export trade, will continue to be after the war, as it was 
before, precisely what the merchants and manufacturers of the United 
States make it. 

Of all the elements named as entering into this problem—efficiency 
f production, skillful methods of merchandising, adequate interna 
tional banking facilities, economical means of transportation—that of 
merchandising methods stands out as the first indispensable necessity 

r the increase of our export trade. 

What Professor Johnson calls “‘one of the recognized limitations 
upon the development of foreign markets, the ineffective merchandising 
methods followed by American exporters,” is properly so described only 
i part. But, unfortunately, the criticism undoubtedly does apply in 
certain especially notable directions. Such names as the Standard 
Oil Company, the United States Steel Products Company, mentioned 
by Professor Johnson in his paper, naturally immediately suggest the 
promotion of business relations in other countries in ways that seem 
to commend themselves as peculiarly wise. They are, however, to be 
supplemented by a long list of other American manufacturers,—the 
makers of Singer sewing machines, of National cash registers, of 
several different kinds of typewriters, of Kodaks, some of the great 
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frequently observable in this country, even in public discussions of 
ubject Our talk is commonly of “lines from New York’ hers 
i there. of “lines from San Francisco” to other destinations, of 
nes from New Orleans,” and so on. Professor Johnson rightly ob 
rves that we require services “both of vessels operated under charter 
1 of steamship lines.” But does he not confuse chartered boats and 
ers, master of the subject as he is, and does he not convey a mis 
n impression in speaking of “vessels operated under charter, i.e., 
ip steamers f° Probably eve ry ‘lime of steamships in existence 
o matter what nationality frequently employs “chartered boats 
its not owned by it. only leased) when conditions or the exigencies 
traffic require or make that course advisable. Some “lines,” properly 
illed because they maintain regular sailings between certain ports, 
operated only by chartered boats. This is more common practice, 
ssibly., in the shipping trade of the United States, vet it is not un 
wn in Europe. 

Che real distinction is not between “liner” and “chartered” ship but 
tween passenger liner and cargo carrier. Do we require——would it 
ship owners to maintain—elaborately fitted passenger boat lin 

New York to Cape Town or New York to Melbourne? It may 
mnably be doubted All great British lines operate some strictly 
go boats; some of them have few passenger ships, or if their ships 
iny passenger accommodations they are limited and the passen 
r trade is not sought, as, for « xample, the ““Parrots’”’ of a well known 
British line conspicuous with their red and green funnels in ports of 
eastern Mediterranean and Black Sea before the war. 
If the multiform and multi-colored wisdom of Congress fails in itself 
devise relief from admittedly intolerable restrictions on American 
shipping, what hope remains that Congress will consent to resign its 
wwers to a shipping board, especially if that board is to be entrusted, 
Professor Johnson suggests, with the expenditure without congres 
mal dictation of “a liberal appropriation of funds’? A shipping 
rd seems eminently advisable none the less. But the most impera 
necessity is to impress Congress with the will of the people that 
board be wisely selected. free from the taint of polities or at least 
irtisanship, and that the opinions and advice of the board, once so 
sely selected, he heeded,—that it be not found necessary to consider 
xpediency” in putting its recommendations through the House and 
the Senate. This presupposes hard and activ: work on the part of the 
siness men of the United States.—something more, a great deal more, 


n the mere passing of resolutions. Ship owners may be trusted to 
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tiles. In textiles are included tissues and other manufactures of 
tton, silk, wool, hemp, jute, and other fibres. Clearly, if between 
ghteen and twenty per cent of the total imports of Latin America is 
ide up of much the same goods as we ourselves import and from the 


ie sources, on this account alone we of the United States cannot 


hope to secure seventy-five per cent of Latin American import trade. 
Certainly not unless or until our manufacturers in these lines experience 
, radical change of heart. 

It is in the textile branches that American manufacturers have their 
vreatest, their boundless, opportunities. It is in precisely those 
branches that the greatest inertia prevails, an inertia that is provok 
ngly, distressingly un-American, not to say medieval. Excellent as 
re our domestic silk goods and our woolen goods, American mills 

ive never made, are not today making, any effort discernible through 
: microscope to secure trade in the world’s markets even for special 
ties in which we compete and even excel. Many people doubtless have 
wen led to think that shipments of ‘“‘cotton goods” have ranked high 
nu the list of exports. Of the total of $51,000,000 worth of “cotton 
voods” for the fiscal year ending June 30, 1914, a normal year, forty 
three per cent, nearly one half, was composed of rags, waste, and 
ipparel such as corsets and knit goods. Eliminate these and compare 
the total of cotton piece-goods, the very richest of all export fields, 
mly about $28,000,000, with our exports of $33,000,000 worth of 
,utomobiles or $36,000,000 worth of leather; compare American exports 
f $28,000,000 in cotton piece-goods with England’s $600,000,000. 
Why, we ourselves actually import a third more manufactured cotton 
goods than we export—we, a cotton growing and manufacturing nation! 

What is wrong here? Several things. First of all, antediluvian sell 
ing methods, mills, mill agents, brokers, jobbers,—complicated, costly, 
without enthusiasm, adaptability or originality, stuck fast in old ruts; 
second, manufacturing organization and trade methods which neither 
know or recognize change, much less are willing to contemplate the 
possibility of change,—methods which perhaps have grown up with 
or on account of home trade or have themselves developed home trade 
along its present lines, radically differing from, diametrically opposed 
to trade lines of other countries. The labor problem is by no means to 
be minimized. Our automatic machines turning out heavy sheetings 
and drills by the mile in standard unvarying counts, widths and 
pieces, at the minimum manufacturing expense, won for us pretty much 
all the trade we ever enjoyed in the Levant, the Red Sea district, 


India, and China. Excepting in these special products we have never 
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we turn to the statistics of American export trade and roughly 
ssify them into two divisions, one in which competition of other 
ducing or manutacturing nations is a most important element affect 
our development, the other that in which competition is not an 
reciable or at least a vital element, we shall discover that only 
one third of our total export trade should be classed as strictly 
petitive. Of course, all trade and all branches are competitive 
some degree, but surely we may count in the non-competitive class 
r exports of raw cotton and mineral oil which together count for half 
this whole class, the non-competitive. Add our exports of lumber, 
cco, copper, breadstutfs, meat, and dairy products and we have 
made up the sum of two thirds of our total export trade from 
n which competition in any emphatic degree is not unduly 
rdensome. 
urn the page to the remaiming one third of our export trade, say 
-750,000,000 out of *2,300,000.000, and examine its details in order to 
ird a guess as to how the end of the great European War will leave 
position in the world’s markets. 
fhe one great outstanding item in this competitive class is that 
1 ‘Iron and steel and manufactures of,” amounting in 1914 to 
1,000,000, or more than one third of all our exports in what we 
called competitive merchandise. However, we may as well elimi 
from this classification all of the primary products of iron and 
for, when all is said and done, competition in them is generally 
| probably rightly regarded as not always a matter of ruling domestic 


ces nor as always based on cost of production as commonly 


ated. 
rders for bars, sheets, steel rails, wire, wire nails may be, are, and 
loubtedly will be secured by American manufacturers when they 
them or need them, or as policies adopted as affecting both the 
ent and the future may dictate. Ways of developing foreign 
rkets for such primary products may vary according to the inclina 
of the producers. Certainly wise and farsighted policy will indi 
he adoption of methods of marketing and shipping which will bring 
is low as possible, no matter what relation foreign bear to domes 
tles price S. It the ownership or control of steamships seems re 
iired in order to secure transportation facilities when needed and at 
cticable rates, then we may expect to see that course adopted by 
great steel and iron companies as it has been by other manufactures 
{1 merchants in the fruit, oil, molasses, tobacco, lumber, sugar, and 
ther trades. Theoretically, there seems small choice between the 
policy of opening one’s own warehouses in foreign markets and the 


iintaining of consignment stocks in the hands of independent agents 
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[he exceptions are those articles which we can or do make with 
profit to ourselves, to serve the same purposes, whether or not they 
ire of similar quality, price, or even design. Hard, patient, enthusias- 
tic educational work may be required to introduce some of these goods. 
[hat it is possible to do so the whole technical history of the swift 
idvance of the United States as an exporter of manufactured goods 
goes to prove. 

It is certain that a good deal too much stress has been laid on the 
necessity for American manufacturers to cater to the local require 
ments of foreign markets. So far as it is practical for us to do so, given 
the existing organization of our factories, or through slight and not 
too expensive changes in methods and processes, the adaptation to 
local preferences or prejudices which has so often been urged may be 
desirable in many cases,—for example and notably in the development 
f business in textiles, chiefly cotton piece-goods. However, in prin- 
ciple, we, like every country, may most profitably devote our energies 
to selling in foreign markets those goods which we manufacture to the 
best advantage or those specialities in which we excel. Profit and per 
1anency in export markets will be most sure if based on that policy. 

It seems probable that entirely too much emphasis has also been 
placed on the influence upon commerce of ocean freight rates. With 
ut denying the fact that rates are sometimes vital and frequently 
effective influences on trade, yet the commodities included in such 
classes are limited in number (contrast relation of freight charges to 
cost in cement and shoes) and the effect of freight rates may more 
often than not be offset by other influences. As applying to the great 
bulk of manufactured goods, that class of exports in which the United 
States are chiefly interested, ocean freight rates, higher or lower 
by small margins in a competitive way, seldom if ever finally deter 
vine sources from which supplies will be purchased. 

Coérdination of rail and water routes, the “planning, equipment 
ind administration” of seaboard terminals, are again developments 
largely dependent upon the live, active, intelligent interests and real 
personal work of American business men. They will have to wake 
up to the fact that something more, a great deal more, is needed than 
applauding approval of occasional speeches at lunches and banquets 
\ctive, personal work is essential, and that not merely on the seaboard. 
It is far more necessary and will be the more effective in the interior of 
the country, very especially in the more distant interior. 

These comments end, therefore, very much as they began. Effective 
nerchandising methods are the prime essential in the development of 


| iz 
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Despite the fact that commercial Europe has temporarily abandoned 
to us attractive trading privileges and industrial opportunities and has 
handed to us a considerable part of her permanent trade munitions in 
exchange for volatile war munitions, to retain and develop these oppor- 
tunities will involve long continued commercial and industrial competi- 
tion and probably a considerable pecuniary sacrifice for an indefinite 
ume. 

Among the factors which I have indicated as favorable to an aggres 
sive American industrial and trading policy, cheap labor does not ap- 
pear. Although opinions differ as to the wage value of European labor 
after the war, there is no hope that an equivalent of the customary 
American wage will be approached. Low wage bills will go far to 
ward compensating Europe in industrial and commercial competition 
against our superiority in capital and natural resources. 

In the last analysis, we face the very speculative problem of rela 
tive costs and benefits resulting from industrial expansion at home 
for the supplying of foreign markets, industrial promotion abroad, 
extension of funding institutions to foreign investment and discount 
markets, and the acquisition and operation of a merchant marine com- 
mensurate with the needs of our ocean trade. I fear that I am not 
competent to prepare a prospectus of foreign trading possibilities 
which would enlist the venture of a sufficient private capital and 
initiative to carry forward such a project. But I think the probable 
benefits which would flow from such a venture are not confined to 
those of pecuniary appeal to private capital and individual initiative 
and, consequently, are not clearly and widely understood by a com- 
mereialized public mind. The benefits of foreign intercourse may 
accrue to individuals directly, or they may accrue to the nation as a 
whole and to individuals only indirectly and in intangible form. The 
inference is that the project may be justified on the basis of national 
economy regardless of direct pecuniary benefits. Political economy 
and political science occupy common ground in the sphere of inter- 
national relations. Good international politics is usually good na- 
tional economy. But, since prudent and farsighted national economy 
may disregard private and transient interests in the formulation of 
measures to promote the security and progress of the national society, 
good foreign policy may not be in harmony with private business 
interests. 

Now, commercial nations have always become powerful nations, not 
by accident, but because commercial resources and merchandising 
agencies are, in a secondary way, resources and agencies of military 
power and diplomatic influence. Merchant vessels, international in- 
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Ba has referred in his recent article in the Vossische Zeitung, and 
n Cobden preached economic “‘peace on earth, good will to men,” 
ined a great issue which the present war is fighting out. There 
ose of us who still hope that the final result may be the full recog 
n of international interdependence, but it is not improbable that 


first effect may be emphasis on national self-sufficiency. In this 

ase and perhaps in any event—for the purchasing power of all the 

f warring nations will be lowered—the expectations of continuing en 
largement of our export trade are likely to be disappointed. Respect 


ing South American trade I happen to have some knowledge, for I 
well remember our increasing trade with those countries when I was 
a boy, as one uncle was a New York merchant with a branch house in 
Buenos Aires, and another was the commander of one of the river 
steamers, even then magnificent, in what was called the River Plate 
trade, and I have in later years traveled about South America. That 
trade was pretty nearly destroyed, partly by reason of the protective 
system and the war tariff increasing the cost of our products and 
repelling imports. But high costs, whether due to our tariffs or other 
causes or transportation limitations, however difficult at the moment, 


ire not the sole or perhaps the chief obstacles in our South American 


rade. While in Rio a few years ago, I was told that only one mer 
hant ship flying the American flag had been seen in that harbor 
within the year; nevertheless there were and are several good lines 
between the two Americas, and government-owned ships would not ma- 
terially affect cargoes. One of the difficulties of our commerce is over 
restrictive legislation, such as the Sherman Anti-Trust law in its 
extreme applications involves. So high an authority as Professor 
Chandler points out that German manufacturers of drugs and dyes are 
ible to arrange amongst themselves that where there is insufficient 
demand for any one chemical to justify competition, one manufacturer 
shall produce this particular article while others refrain from attempt 
ng it.—which our anti-trust legislation makes impossible here. But 
in one element of South American trade, the cost of interest, we shall 
he 


5 ve at less disadvantage after the war. At one street corner of Buenos 
‘ \ires a greater supply of capital is represented than at almost any other 
place in the world, except the financial centers of New York and Lon- 
lon, and English and German merchants have found it possible to do 
business in South America at three per cent interest, giving a year or 
more credit. This we had been unable to meet, but with the rise of 
nterest in Europe we shall be more nearly on a par, and this should 
help to increase trade between this country and all Latin-American 
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will of a majority on their political agents, for making their 
vernments both responsive and responsible. The easiest way to 
. knowledge of the practical workings of methods of control 
have been found effective is to go where they are used—to 
ly them where for a period of years they have been in successful 
iy be London, Paris, Rome, Athens; it may be South Africa 


\ustralasia. Or, wishing not to go so far afield, we may simply 


ration. ‘This place may be Berne, the capital of Switzerland; 


: ross our northern boundary; here, at our very door, in the 


vinces, and at Ottawa in the dominion government of Canada, 


f y be found in successful operation the things that we seck. 
: if we may find visible government, and, as a result, responsive 


responsible government, working under social and economic 


litions quite similar to our own. 


Canadian Experience 


Let us go to ‘Toronto, the capital of the province of Ontario. 
This province is the New York State of Canada. It is by far the 
populous and wealthy of our northern neighbors. The coun 


ry and the people are very like those on this side of the line in 


Ohio, Pennsylvania, New York, or New England. Let us go to 
Ontario when the government is holding its annual meeting, when 


representatives come together to find out what those entrusted 
‘ith carrying on the business of the people have been doing, and 


to pass on their plans for another year. 


The People in Session by Representatives 


What would be heard and seen at one of these annual meetings 
f the Ontario government may best be told by following through 

typical session like that of 1914. The Legislative Assembly of 
Ontario, as it is called, met February 18. After they had found 
out who were entitled to seats and the new members had been sworn 
in, the session was formally opened by a representative of th 
crown. This takes the place of the speech of the governor in our 
states. Then followed the organization of the committees and cer 
tain other formal things, so that it was not until February 26 that 
they were ready to take up the real business for which they had 
“ome together. The minutes of this day’s session contain the fol 
lowing entry: 

“On motion by Mr. Lucas, seconded by Mr. Hearst, Resolved, 
That the house tomorrow resolve itself into the committee of sup 


+ as 
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embers to ask “questions” of heads of departments, to be “an 
swered”’ on the floor; also in case an officer is not prepared to 
answer at once, opportunity is given to members to obtain “or- 
ders” that the officer shall make “returns” on a future day to the 
questions that are deferred. On February 27, the day following 
the proposed resolutions, “questions and answers” and “motions to 
make returns” began. The whole theory of parliamentary prac 
tice there is that every representative of the people must be given a 
chance to get all the information he desires, so that in case ther: 
s any reason for criticising the government, this may be done 
ypenly and publicly. But there is another principle of quite as 
great importance to the country, namely, that an officer shall not 
attacked in the legislature without being given an opportunity 
‘o explain and defend his action. The criticism must be made when 
e officer criticised is present. Such a procedure is of advantage 
ith to the people, for the information of the electorate, and to the 
ficer; it brings to the surface all those undercurrents of gossip, 
ise disturbing rumors which, without such procedure, may carry 
the best of administrations on the rocks. It does away with ill 
defined, underhanded methods of attacking officers who, while de 
‘ting themselves to the public service, are being assailed by canny 
rsons seeking public office. It means open-handed fair play for 
servants of the people and open-handed fair dealing with the 
public. as well. Tt means that members of the legislature are to 
called to account as well as executive officers. How this method 


orks out appears later. 
Budget and the Budget Speech 


On March 2, Mr. Lucas, the treasurer of the province, gave 
‘tice that the next dav he would make his financial statement 
This was done to give everyone a chance to be there. The method of 
cetting the accounts and the estimates before the house was this 
Just before the “order of the day” was reached on March 3%, thy 
report of the auditor—the “public accounts’”—were submitted 
ind referred to the standing committee on public accounts. This 
placed in the hands of members of the Assembly a printed detailed 
inalysis of expenditures of the last year. Then the “order of thi 
day” for the house to resolve itself into a committee of supply ha. 
ing been read, Mr. Lucas moved “that Mr. Speaker do now leave 
the chair and that the house resolve itself into a committee of 
supply.””! 


* Proceedings of the {ssembly of the Province of Ontario, 1914 


At the same time Mr. Lucas had placed on the desk of 
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\lthough the estimated revenue that I presented to the house last year was 
ibstantially less than the estimated expenditure, I made the prediction then 
that the actual receipts would prove better than the estimates that I was sub 
mitting. I said then you would find the estimate of revenue increased and the 
estimate of expenditure decreased. The house now, with the schedule of Re 
eipts and Expenditures and the Public Accounts giving all details before them, 
will be glad to observe that in neither direction have we been disappointed 
rhe total ordinary receipts for the province for the year closed, as per the 
chedule in your hands and in the Public Accounts, are $11,188,302.09, and the 
tal ordinary expenditure $10,868,026.28, leaving a net surplus of ordinary 
revenue over ordinary expenditure for the year of $320,275.81, and a balance of 
$2,406,006.20 in cash to our credit in the bank. (Applause.) 
I assume that honorable gentlemen opposite who, a year ago, with perfectly 
rious faces told us that for the year now closed the ordinary expenditure 
uld exceed the ordinary revenue by two to three millions of dollars will be 
elighted with the actual result. (Laughter.) .... During recent years there 
eems to have been necessity for frequent changes in the personnel of financial 
ritics for honorable gentlemen opposite. (Laughter.) A new man is tried 
t each year. The honorable member from West Northumberland (Mr. S. 
Clarke) held the post one year only, but he found it was no joke to be financial 
ritic, and besides it soon developed that he had a past political history that 
is not calculated to qualify him for the position or make him feel comfortable 
it, and so he was withdrawn. My honorable friend from Middlesex (Mr. 
lliott) was then tried out. He got away to a good start by prophesying that 
ere would be a deficit of $3,000,000. The actual result showed a small sur- 
is. So bad a guess as that put him out of the running, and he was duly 
vithdrawn. So they go down the line, and my honorable friend from North 
Bruce (Mr. C. M. Bowman), being the next in the row, is apparently to be tried 
t this year. But he also has a political history. .. . 


lime has shown that all the gloomy forebodings of these various critics were 
warranted, and although my honorable friend, the Leader of the Opposi 
m, had due notice that the financial statement would be made this afternoon, 
e is not in his place, either to criticise or hear such explanations as may 
eem necessary or desirable in order to make clear the financial operations of 
the province for the past year. I ask no better evidence that he knows the 
finances of this province are all right. The Public Accounts show every detail 
f every transaction. But, Mr. Speaker, I should have liked to have my honor 
ible friend here this afternoon to read to him and to my honorable friend from 
Middlesex, the critic of last year, the gloomy prophecies then made, the criti 
ism then offered, and compare them with actual results as we now have them 
I am sure they would both feel inclined to apologize to Ontario. The best 
excuse, I fancy the only excuse, my honorable friends opposite can give for 
these gloomy prophecies—it is the only one that could be offered—is that things 
ire never nearly so bad as they seem—to an Opposition. (Laughter.) 


The very evident reason for these remarks was to arouse the Op 
position. This is the very evident reason that lies back of nearly 
one half of the comments made by the provincial treasurer on the 
schedules presented to the Assembly. He shells the positions of the 
Opposition to locate their batteries, to get those who had taken 
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This house congratulate > LHe public and the province on the tact that, 
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unde 


the administration of public affairs by the present government, no such system 


is the spoils system has any place. 


He then proceeds further in the proposed amendment to the 


mendment to announce the policy of the government with re 


pect to civil service. ‘This motion carried. Then the motion mace 


by Mr. Lucas on March 3 that the speaker do now leave the chai: 


Was put and carried. 


Hearings on the Estimates Before ‘the Whole House 


\ll this was to clear the decks for action, for the consideration 


of the details of the estimates which were not taken up in committ 


of the whole house. These were considered in detail, each sectior 


cing marked off on the margin for a separate vote. 


The purpose 


of doing so is to enable the government to have them taken up and 


discussed in committee of the whole house, in an orderly manner. 


and to develop any opposition there may be to any item. For 


example, the first section marked off for separate vote is the de 
tails of estimates for the “Lieutenant-General’s Office”: the sec 
ond section is the details of estimates for the “Department of Prinx 


Minister and President of the Council,” etc., ete. 


The estimate 


which actually came before the committee of the whole house for th« 


“Department of the Prime Minister, etc...” was as follows 


Civit GovERNMENT 


Salaries and Expens: 


SERVICK 12 Months 
Ending 
Oct. 81, 19 


DEPARTMENT OF THE PRIME MINISTER 
AND PRESIDENT OF THE COUNCIL 


Deputy Minister and Prime Minister's Sec’y $2,900.00 


Clerk 
$25.00 
725.00 
Messenger for Executive Council and Care- 
taker 1,400.00 
Contingencies 3,000.00 


Office of the Executive Council 


Clerk of the Executive Council Transferre: 
Assistant Clerk of Executive Council! from 
Chief Clerk Attorney- 
Clerk General's 
Contingencies Department 


$6,850.00 


43 


{00 (00 


OOO 


900,00 

200.00 
1,600.00 
900.00 
300.00 


$15,650 OU 
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vesolved, That there be granted out of the consolidated revenue fund of the 

wince a sum not exceeding > to meet the supply to that 
xtent granted 
Passing the Act of Appropriation 

Lhe speaker then resumed the chair and Mr. Ferguson reported 
that the committee had come to a resolution. The resolution was 
ordered received forthwith and, continuing, the record recites: 


Che following bill was introduced and read for the first time (Bill No. 199) 
entitled: An act for Granting . . . Certain Sums of Money to Defray the Ex 
ses of Civil Government for the Year Ending 31 October, 1914 (deficiency 
nd for the Year Ending 31 October, 1915 (Regular Appropriation), and for 
er purposes therein mentioned Ordered read a second time rthwith Bill 


ead a third time and passed 


Comparison With Our Own Involved Practices 


This brief description will give an idea of the simplicity, the 
directness, the publicity with which the main business that 


before the Assembly of the province of Ontario for the year 1914 


caine 


was despatched, It is also generally descriptive of the procedure 
used at each session not only in the province of Ontario, but also 
in every other province of Canada. It is generally descriptive of 
he simplicity of procedure used in handling the business of th 
dominion parliament at Ottawa. It is characteristic of the sim 
plicity of procedure used in the British Parliament, the French 
Chamber of Deputies, and in every other country where visible, 
responsible, and responsive government is in practical operation. 
Compare this procedure with the involved, the occult, the invisible 
methods that have been worked out in our federal government 
ind at each of our state capitals. Compare the direct dealings of 
representatives with members of the administration under the one 
system and the underhanded, indirect, log-rolling, pork-barrel 
dealings of representatives with members of the administration 
ind with each other under the other. Compare the results in 
effectiveness for enforcing accountability, for developing leader 
ship on the one hand, with the lack of accountability and lack of 
leadership on the other. Can there be any doubt as to which 


method is preferable? 
The Utilization of the Press for Purposes of Publicity 


In the province of Ontario no provision is made for having long 
winded speeches printed and circulated by members among their 
constituents. Everything is as open and direct, as straightfor 
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agencies. The events that make news are those which have human 
interest. There are two things that always make news: one is a 
fight; the other is a scandal. <A dog fight on the street may make 
news if each dog has a responsible backer. The events of a cockpit 
make news. Unimportant nobodies become news when they go into 
a public ring. The more important the parties contestant, the 
more important the news. When the head of a great government 
takes a position on a public platform before the chosen representa 
tives of the people and issues a challenge to one and all to come 
and attack him, any issue joined becomes news that may travel on 
wires around the world and the next day be before every reader 
at his breakfast table. This is political news that cannot be kept 
out of the daily press. Given a parliamentary procedure, such as 
has been described, which is adapted to bring out everything that 
is scandalous and derogatory to persons of high positions and to 
make accusations the subject of “trial by battle,” we need not be 
at a loss to understand why it is that “visible” government devel- 
ops a press which prints political news. 


Budget-Making and Increased Cost of Government 


Let us approach the subject of budget-making as a cure for 
“invisible” government from another angle, that of increasing cost. 
Increasing cost is the necessary accompaniment of our constantly 
increasing public service. Expenditures have increased in coun- 
tries where budgets are used as well as in countries where budgets 
are not used; but a budget procedure means careful executive 
planning and independent legislative review and criticism. <A 
hudget means careful executive spending; it means strict account- 
ability; it means publicity; it means administrative preparedness. 
The budget is a device for requiring the executive to assume re 
sponsibility for leadership. Lack of responsible leadership and 
lack of administrative planning means waste of public resources. 


Continuity of Policy 


Provision for open-handed fair dealing and publicity, with pro 
vision for the prompt retirement of officers who do not retain the 
support of a majority, makes for continuity of policy and stability 
of political purpose. Lack of open-handed fair dealing and lack 
of publicity, without provision for prompt retirement of officers 
who do not retain the confidence of the people and their represent- 
atives, makes for lack of continuity of policy and instability of 
political purpose. 
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admit that the waste of national resources runs into many millions, 
which otherwise might be used to promote the welfare of the people. 
\Jl admit that these millions are worse than wasted because they 
tre used to subvert and defeat the purposes of democracy. 


Waste in the Federal Government 


During the two years of the existence of President Taft’s Econ- 
omy Commission a number of federal services were gone into. In 
the offices at Washington, where careful detailed studies were made, 
t was thought by the commission that the average waste was not 
far from thirty per cent. Only a small part of this, however, could 
be traced to what might be called “individual inefficiency.” ‘To 
stop this waste and make it available for increased public service 
would require a thorough overhauling, which must begin with Con 
vress and go through the personnel of administration to methods 
nd processes of business that have been handed down from time 
umemorial. 

For example, the adjutant general’s office of the War Depart 
ment was run at an annual salary of $781,000. It was thought 
that by changing the methods in use the work might be done much 
more efficiently at an annual cost of $480,000. The office force 
was found to be widely scattered and the personnel of the different 
nits of organization so located that their work could not be done 
toadvantage. As an illustration of defective method it was shown 
that the working subdivisions were so arranged that a constant in- 
terchange of communication between these subdivisions through 


he medium of an elaborate messenger service was necessary. 


rhe Results of Irresponsible Government 


Again as illustrating the laborious methods used, the course 
taken by the average piece of correspondence, due to bad organi 
vation and obsolete methods, necessitated forty operations in the 
mail and record division, besides thirty-nine operations in those 
livisions Which have to take administrative action in the case, a 
total of seventy-nine operations in connection with the handling of 
the average piece of incoming correspondence from the time it is 
received in the office until the reply is prepared. Substantially all 
letters received in the office were briefed on the back of the first fold 
and the purport of each written on index and record cards, on which 
work of briefing nearly sixty clerks were engaged all of the time. 


In respect to outgoing correspondence this card recording was car- 
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to any particular person. They were the results of an inheritance 
if bad methods. An elaborate system of records and office prac 
tices had grown up under conditions of civil service that utterly 
broke down in time of war; in fact it could be operated only when 
the War Department was on a peace footing. After the Spanish 
War it took three vears to straighten out the red tape that had 
become entangled when the system was really put to a test. 


Waste Due to Log Rolling 


In the field, that is away from Washington, it was thought by the 
commission that the waste was still larger. There are few well 
informed persons who will doubt that not less than fifty per cent 
of the hundreds of millions of dollars that have been appropriated 
for rivers and harbors has been wasted. Due to what are known as 
log-rolling and pork-barrel methods, the losses from bad location 
and lack of planning, naval expenditures and war expenditures have 
been large. Navy yards are located at points where large vessels 
cannot enter, army posts are scattered all over the country at 
points which make them of little use for purposes either of training 
or for carrying on the movements of the army. 


Political Influence Under Conditions of Irresponsible Leadership 


In 1913 a detailed study was made of the expenditures at the 
port of New York, under Mr. John Purroy Mitchell as collector, 
and the conclusion was reached there that the waste was thirty-five 
per cent. By some it was thought that this condition is peculiar to 
large spending units. A large number of small local governmental 
agencies, such as counties, townships, towns, and cities have been 
studied by the Bureau of Municipal Research during the last ten 
vears. In many of the smaller governmental units a still larger 
percentage of waste has been found than in the centers of large 
population. In a few instances the waste has amounted to nearly 
one hundred per cent. That is, the public got practically nothing 
out of its contributions to support the government; almost the 
whole amount went into the pockets of favorites as patronage or 
was aimlessly frittered away. 

For the first time we are beginning to find the limits of our 
economic resources. Until the present time our resources were so 
abundant that the rising cost of public enterprise, of unpardon- 
able waste and extravagance, has drawn slight attention to the 
need for economy or to the need for careful planning. When our 
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to increase and with this the necessity both for careful, intelligent 
nlanning by the management and a strict censorship on the part 
of those who pay the bills. 

And the public is beginning to take a new, a more intelligent, 
view of who pays for extravagance and waste. Before we began to 
feel our economic limitations it was thought that the taxpayer 
was the one who suffered ; we were deluded ourselves with the notion 
that this taxpayer was some foreigner who was glad to pay the 
cost of running our government. This view is rapidly disappear 
ing, as we begin to look the facts in the face. Our indirect taxes 
no longer suffice; when we begin to look for increased revenues 
from direct taxation, we are constantly confronted with the possi 
bility of killing the goose that lays the golden egg. There is 
nothing more firmly fixed in our political sense than the notion 
that industries are made and ruined by different rates of taxation 
levied on one or another in a competitive market. Depression in 
industry hits not alone the taxpayer, but the laborer, the consumer, 
the whole community. 

From the theory, therefore, that we little care about the cost 
of government, we have come to measure results and say that the 
government must be held to strict account for expenditures, that 
every dollar squandered or wasted means that some one who can 
least afford it is being deprived of a community service to which 
he is entitled, that the poor man is being robbed by the grafter and 
the incompetent official and not the rich, that waste in government 
is a levy on the poor. 


Essentials of An Effective Budget System 


In considering the essentials of a budget system or method of 
finance, it is at all times to be remembered that it has been devised 
and used as a means of effectively exercising popular control over 
the executive. But it is also to be held in mind that it is a method 
adapted to the effective exercise of control over an executive who is 
looked to as a leader, and a leader is required to take the initiative in 
planning the work and finances of the government as well as in th 
execution of plans. A budget procedure has never been used and 
is not adapted to use in a government in which leadership. i.e., 
initiative, is taken away from the executive, and in which the legis 
lature is both the proposing and the disposing agent, relegating 
to the executive the negative function of a veto. 

Perhaps this paper should not be closed without a categorical 
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uses exist; the legislature might withhold its consent to an ap- 
propriation or revenue measure till it is amended by the executive 
in a manner to gain the support of a majority; and the legislature 
might provide for reference to the people in case of a deadlock. 

As a practical matter, however, it is doubtful if any of these 
things, except possibly the first, would be done. 

If an executive might assume that he has a right to prepare and 
submit a budget, as did President Taft and as Governor Whitman 
does now, the legislature, following its customary practice, would 
in all probability refer it to a standing committee where it would 
be lost sight of forever, or, if it appeared at all, it would come to 
ight toward the end of a session so far disfigured by legislative 
patches and shears that it could not be recognized. In that event, 
every good that could come from a budget would be lost. The 
legislature might pass a law requiring the executive to prepare and 
submit a budget, as in Ohio, in which event the measure would be 
relieved from initial hostility such as was expresed in Section 6 
of the federal sundry civil appropriation bill of August 24, 1912, 
imed to prevent such an attempt on the part of the executive. 
But the result would be little better, for it would not mark out a 
new practice, which would require the executive to take the part of 
. responsible leader, nor would it take the steps to prevent log 
rolling among members, nor would it provide the means whereby 
the executive on his motion or the legislature by joint resolution 
might refer an issue to the people. 

Furthermore, to be effective as a measure for enforcing re 
sponsibility and making the government responsive, it must reach 
to the people, it must provide the means whereby the executive may 
know what the opposition is, measure it, assume responsibility for 
leadership so that he will stand or fall on the action taken, and 
with all this he must be able to get a question of policy before the 
electorate when a majority of the representative body is against 
him. Correspondingly, the legislative body should have the same 
right of appeal to the electorate in case of what they consider an 
arbitrary veto or other action which causes a majority of them to 
lose confidence in the executive. These working relations can he 
effectually established only by a constitutional amendment. 

Given. however, a constitutional amendment requiring the ex 
ecutive to submit a budget, and the legislature to meet with the 
executive as a committee of the whole to receive and consider it; 
given also an equal right on the part of the executive and the legis 
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BUDGET MAKING—DISCUSSION 


Joun A. Farrur: Dr. Cleveland’s interesting account of some of 
the external formalities of budget procedure in the Ontario parliament 
may easily give a misleading impression as to important and funda 
mental facts about budget methods in Canada and Great Britain. The 
Canadian and British budget systems are by no means identical with the 
plan proposed for this country. The proposed plan, too, while, per 
haps necessarily, vague and indefinite in some respects, involves much 
more radical and revolutionary changes in American political organiza 
tion than may appear on the surface. 

It may be assumed that the Ontario procedure is referred to as an 
example of an executive budget, submitted to a legislative body, sub 
ject to the possibility of an election to determine a conflict between th 
executive and legislative. The Ontario budget is prepared under the 
direction of a cabinet of ministers holding offices comparable in som: 
respects to executive offices in this country. But these ministers are 
ilso members of the legislative body and the political leaders of th: 
majority in the legislature. The budget is thus, in fact, prepared, not 
by a strictly executive body, but by the coéperative action of the per 
manent executive officials and what is practically a committee of th 
most influential members of the legislature. This situation is also 
true in the other Canadian provinces, in the Dominion government, in 
all other British self-governing colonies, and in the government of the 
United Kingdom itself. 

The proposal for the preparation of the budget by the executive 
without the active codperation of the leading members of the legislature 
is not in accordance with the methods of British government, or of 
any parliamentary or cabinet government. It is more nearly analogous 
to the methods employed in Germany, where the executive is indepen 
dent of the legislature, and the legislature has relatively little influence 
in the government. 

Further, the possibility of a dissolution of the legislature in Ontario, 
or any British government, on the regular financial budget is at most 
a traditional convention, which has had no vital force for many decades 
Dr. Cleveland himself noted that there has been no party change in 
the government of Ontario for nearly fifty years. So that the chal 
lenge of the provincial treasurer to the Opposition was mere brutem 
fulmen,—‘ a play to the galleries.” In Great Britain, it may be ques- 
tioned whether a dissolution has ever taken place on the budget alone. 
Indeed, since 1867, a dissolution on any question on account of a vote in 
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the United States? Whichever method is adopted will vitally deter 


ine what is to be the dominant factor in the American national gov 


ronment. It means in any case radical changes in the relative influ 
nee and importance of the President, the Senate, and the House vt 
Kepresentatives,—not only in financial matters, but indirectly in the 
whole field of national legislation. Such changes should have a good 
deal of discussion from other points of view than that of the budget 
before the project is actively pressed. 

It is clear, however, that the constitutional changes needed to intro 
duce the proposed plan, at least in the national government, will not be 
idopted for a considerable period. The more pressing problem would 
therefore seem to be what improvements in budget methods 
made under our present constitutional system. 

In the first place, the objections to the plan proposed are not meant 
to indicate opposition to increased executive participation in the prepar 
ation of the budget. The chief executive—or even better, the principal 
financial officer—should take an active part in revising estimates and 
preparing a comprehensive financial plan for each fiscal period. 1i 
possible this should be done in coéperation with the leaders of financial 
policy in the legislative body. There is a precedent for this in the early 
history of the present national government, when Madison, the recog 
nized leader in the House of Representatives, met with President 
Washington and the chief executive officers. It does not appear impos 
sible that any president on his own initiative could revive and develop 
this early practice, and apply it to the formulation of a financial budget. 

Further, there should be important changes in legislative organiza 
tion and procedure. There should be one central committee on finance, 
preferably one joint committee for both houses. Such a committee 
could coéperate with the executive in preparing the budget; or if this 
is not at once possible, it should consider the budget submitted by the 
executive, and report its proposed changes to the legislature in time to 
permit open discussion before final action is taken. 

Further changes that can be made are included in the program pro 
posed by Dr. Cleveland. The budget should be presented to the legisla 
tive body as a comprehensive plan, and should be given adequate dis 
cussion in committee of the whole. The chief executive officers should 
be allowed and expected to appear before the committee of the whole, 
and take part in the discussion. These proceedings would receive atten 
tion in the press, and publicity would thus be given to the alternative 
proposals. 

Such changes can be introduced by action of the executive and 


authori 
would not | 


D an ada} 


vened 


rnment is no 


efficiency 


g what we 


with re spect 


survev of 
sc Who pre 
stration pro 


estimates 


i 
change 
cal ré Ving a rad 
ther f 7 n the states 
tie 
the 
Amer intries to th 
ntrate respo1 
lther rnm 
iS JUST co? 
in ex nas $170,000 
rea ind tor it 
ve } » or whethe 
5 ie 
gral pr 
rl ntal services 
cheau public ex | 
increa 
empl p | 
nctry is a right 
aemand 
reason ible t 
sum ¢ 
the these fund 
with th r i cordam 
+} bie to meet 
to the pr a 
vel ind ippr< 
riat nh laws Pp 
I usé ot 
id 
he for 
+} R 
ie needs 
poses 
my lated 4 r 
plan of work 1, and a ‘ 
the 
firs 
tla 
rt CI followed 


Budget Making—Discussion 75 


ur national government or in any of our states. It is now the 
ractice in the preparation of both national and state appropriation 
bills to consult administrative departments as to their needs, but no 
in for the state as a whole is prepared. As Professor Ford says, 
the officer commissioned to submit these requests may be likened to a 
funnel through which departmental requests are poured upon the 
gislative body.' But these requests are inadequate; they must be 
wrrelated. We must have attention focused on the needs of the 
whole government as a unit, and in framing such a program depart 

ntal estimates may need adjustment. 


In the conduct of our national government we have never appreciated 


he need of making our revenue plans fit our plans for expenditure, 


ut we have oscillated between the extremes of inflated or depleted 


treasuries. The degree of this fluctuation is generally a fair test of 
foresight with which the budget has been prepared. In England 
during normal times the variation between revenues received and appro- 
‘ priations authorized has usually been less than two per cent. In the 
history of government no satisfactory budget plan has been evelved 
where there is not presented periodically to the appropriating body a 
mplete plan which cares for the services of the entire state and which 
so embodies a revenue program adequate for these needs. 
But the chief cause of extravagance in our federal system of appro 
riations does not lie in the lack of an executive budget, costly as 
iis may be, but in the fact that the consideration Congress gives 
ippropriations is so divided among committees that no adequate 
mception can be formed of the needs of the state in their entirety. In 
the lower house alone, not only are revenue measures divorced from the 
msideration given appropriation bills, but the appropriations them- 
selves are divided among nine separate committees. In the Senate 
similar condition prevails. No adequate conception of the fiscal 
program can be secured in this way. Even the division between the 
houses is inimical to a proper appreciation of the entire fiscal pro 
gram. The most important step that can be taken to secure a proper 
point of view with respect to financial measures is the formation of a 
single joint finance committee of the two houses of Congress, through 
which committee alone revenue and appropriation measures will be con- 
sidered and a proper coérdination maintained. This plan has been 
idopted in a number of our states and the results have been salutary. 


Only in some such way can an intelligent approval be stamped on the 


H. J. Ford, The Cost of Our National Government, p. 12. 
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But America lives in a world of her own . Sate trom attack, 
ife even from menace, she hears from afar the warring cries of European 
ices and faiths, as the gods of Epicurus listened to the murmurs of the 
happy earth spread out beneath their golden dwellings rhis 


the American mi to the ¢ of their government 


iils upon 


The time for action has now come. World events have forced 
our governme! ( ssity of undertakings with which our appr 
priating system is v unable to cope It is imperative that we 
disregard the haphazard methods we have followed hitherto and instal 
1 budget plan adapted to our governmental machinery. Whether 
such a change leads us from our federal form toward the parliamentary 
one with its responsible ministry, as fiscal reforms in England from 
Magna Charta to the Lloyd-George budget have introduced the su 
cessive developments to the parliamentary system of our day, need not 
ilarm us. The truest progress in government has been through th: 
incorporation from time to time of expedients for curing particular 
evils rather th in in the idoption ot a large scheme 4s a conscious 
xperiment.’ The expedient most needed today is a device which will 
permit careful planning in the raising and expenditure of the publi 
funds. This is the function of the public budget 

I’. A. CLEVELAND: Professor Fairlie begins his discussion with the 
following statement It may be assumed that the Ontario budget pro 
cedure is referred to as an example of an executive budget, submitted 
to a legislative body, subject to the possibility of an election to deter 
mine a conflict between the executive and legislative.’ This is a fair 
statement of a fundamental principle of budget procedure The 
thought that underlies our constitutions, both state and national, is 
that the affairs of the people should be both well managed and managed 
in accordance with the will of a majority. To ensure these results, 
the personnel of management has been divided into three groups, 
namely: executive officers, to carry on the business authorized; repre 
sentatives, who will meet from time to time in behaif of the people to 
review the acts and plans of executive officers; and an electorate, which 
is the final arbiter of all disputes over matters of public policy 

Representatives have no properties, no personnel, in their hands with 


which to carry on the business for which the government is organized 


Being wholly without human or material resources, the device which 


has been adopted for enabling the representative body to impress its 
Bryce, American Commonwealth (1913), Vol. I, p. 309 
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the direction of a cabinet of ministers holding offices comparable in some 
respects to executive offices in this country.” (2) These ministers are 


also members of the legislative body.” (3) The ministers are “the 


political leaders of the majority in the legislature.” ‘Then he draws this 


conclusion: ‘““The budget is thus, in fact, prepared, not by a strictly 
executive body.” 

All of these statements of fact are accepted as true except the 
implication or innuendo noted in the first that goes with the phrase, 
comparable in some respects to executive offices in this country.” 
From this and the conclusion it is implied that the ‘cabinet ministers” 
ire not ‘‘a strictly executive body.” May not this be quite misleading? 
Professor Fairlie doubtless has in mind some difference between the 
status of executive officers in Canada and in the United States; but to 
say that our officers are executive and that their ministers are not execu 
tive is a somewhat bald assumption. As measured by every test of 
experience the ministers of Ontario are in every respect executives 
In fact, they are more truly executive than are any of our officers in 
the states, more truly executive than the president’s cabinet, and the 
prime minister is more truly executive than the president himself. 
They are as truly executive as are the president and heads of depar'! 
ments of our great private corporations. 

Nor is there anything vital in the fact of their ministers being 

uembers of the legislative body,’ except that thereby they are entitled 
to and it is their duty to attend the meetings of that body. This is 
exactly what an executive is entitled to do, and in fact is expected to 
do, in any corporation meeting, but they are expected not only to 
ittend but also to be heard. There can be but little value assigned to 
the fact that they have, or have not, a right to vote. As a matter of 
experience it is found that an executive's right to vote or not to vote 
at a board meeting is not the important thing. The important thing is 
that he is present and that he has a right to be heard; that he is ex 
pected to take leadership in laying before the members of the represen 
tative body when they come together an account of past transactions 
and his plans for future action. This is not alone important to the 
executive; it is equally important to the representative body and to 
the electorate. The historic reason for the cabinet minister's being a 
member of the representative body in Canada is to be found in the 
monarchial and not in the representative system. 

Professor Fairlie’s observation that ministers are “the political 
leaders of the majority of the legislature” is also open to the same 


criticism when it carries with it the conclusion or implication that 
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government. The mere fact that the finance bill is not the particu 
measure that is taken before the people at an election when a 

ision occurs is of small moment. The thing that the critics 
affairs bring to a test vote is more usually some matter of 
at may better be made a basis for popular appeal. The de 
1 questions of management are constantly the subject of criticism 

ind publicity. 

Professor Fairlie raises certain constitutional difficulties. “If,” says 


the proposal is to be seriously considered certain problems must 


faced and definitely answered.’ The question raised by him is, 


of conflict between the executive and the legislaturs 
lecision is to be made (a) by the dissolution of the legislature, (b 
recall of the governor, or va direct referendum. 
mment on the first possibility immediately follows: “If the first of 
se methods is used the result is more than likelv to confuse the 
mn of the legislature.” 
‘ue, but what of it? If the legislature is truly representative of 
} 


is should result But 


lie opinion, Sut a majority of the 


does no alw ys repr en ub] opinion on the specific 


\ deadlock may have arise some question with respect to 
electorate has never expressed itself—and this is usually 
happens. The procedure, however. is one which brings befor: 

e electorate a real live issue which the people can understand and 
neerning which they can express an opinion by a “‘yes”’ or “no’’ vote. 
is a matter on which the facts and arguments of both sides have 
lreadv been given wide publicity through the questions and answers 


} 


to the arguments of leaders on the floor of the legislative branch. It 


brings before the public candidates who stand for real issues. The 
hoice of the people is between men whose abilitics as managers of 
iblic business have been tested and who stand out among other men 
hat have been serving the public. When the vote is taken it not only 
is a declaration of policy but results in the selection of the most able 
in in public life. Comparison of this result with what obtains on this 
side of the line leaves nothing further to be said. 
Professor Fairlie’s comment on the second possibility is this: “If deci 
in is to be made on referendum or recall the governor and the 
governor's budget is approved, the legislature will soon be reduced to 
in agency for ratifying the governor's proposals.” Again may we 
say, what of it? Is it better to ratify the individual proposals of from 
two to six hundred members of a legislative body representing local 


onstituencies than it is to ratify the proposals of an executive who has 
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of the affairs of the government as a whole. I do not suggest that this 
should not be adopted if something better cannot be had. My point 
s that it is a weak and temporizing measure and never has and never 
will work out satisfactorily. Furthermore, in principle it is wrong. 
[he historic reason and the institutional purposes of the representative 
system are to provide a means for making the executive, the one who 
has the machinery of government in his hands, responsive and responsi- 
le to the people. 

Under monarchical systems the representative idea was forced on the 
executive not to deprive him of leadership, but to make his leadership 
responsible and responsive. The purpose was to control executive 
action and to make those who do things subservient to the will of those 
who are served. Where representative systems have been developed from 
ure democracies the reason for their adoption has lain in the inability 
f a numerous and widely scattered people to get together for the 
purpose of ‘critical review, discussion, and approval or disapproval 
»f the actions and proposals of their public officers. They therefore. 
being unable to come together at a common point and have their 
ifficers appear before them and give an account of themselves, created 
1 representative body which would meet, and, for all intents and pur 
poses, when meeting, would be the people. Furthermore, even when 
the people met together it was necessary to have it clearly understood 
who would have the right to voice the will of the majority—therefore 
the electorate. 

The solution for our lack of financial planning, for our irresponsible, 
irresponsive, invisible, and wasteful government proposed by Pro 
fessor Fairlie, is not, in my opinion, well adapted to the ends to be 
accomplished. By combining critical and executive functions, both 
are weakened. This principle is recognized in the administration of 
justice; it is recognized in all of our affairs in state and local govern 
ments where such an arrangement has been tried, although it may 
have been an improvement over what was before. With all of the 
subversive practices that have grown up with lack of leadership and 
lack of provision for enforcing responsibility, still the expedient has 
been unsuccessful. In New York State, for example, it proved an utter 
failure. In Wisconsin it has worked better, but nevertheless still con- 
fuses responsibility and does not give to the state responsible gov- 
ernment. If the purpose is to make executive officers responsive and 
responsible, then having certain members of the court of public opinion 


sit down with the defendant to prepare his case is not going to con- 


tribute to public welfare. 
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THE ECONOMIC COSTS OF WAR 
By Joun Bares CLark 
Columbia University 


There are effects of war which are more tragic than the eco- 
ic burden it will place on future generations and there are 
me that are more morally revolting; but there are none which 
will last longer or do a greater total amount of harm. What we 
iefly need to know is in what condition nations will find theme 
ves when they have added, let us say, fifty billions of dollars to 
eir previous debts and have, at the same time, greatly reduced 
eir power to pay debts. Some of the effects of this burden in 
ttering and crushing the life of the future will transcend all 
nomic measurements, much as do the killing, maiming, and 
eral ravaging that have already gone on. Only the purely eco 
nic effects lend themselves to measurement, and a few principles 
ipplying to these are what this paper will attempt to state. 
War is a stupendous phenomenon of Economic Dynamics, and 
it apparently reverses the ordinary economic processes in a 
vay that should put it beyond the application of the principles of 
science. Only in a department of economics devoted to the 
lestruction of wealth and life would it seemingly find a place. 
For competitive production it substitutes competitive destruction. 
It depletes shops and crowds barracks, the occupants of which 
trive to outdo each other in putting out of existence products and 
producers. Its tools are guns, shells, dreadnaughts, and the like, 
ind its labor is maiming and killing. 
is decapitalization on a vast scale. In place of voluntary 
bstinence for the benefit of the future it puts a reckless bartering 
way of the income of the future to make possible a prodigal ex 
penditure in the present. The war fund, when secured, reverses 
the effect of ordinary capital, in that it is spent at once instead 
f being embodied in a self-perpetuating fund, and the spending 
of it intensifies a work of destruction carried on by a kind of human 
effort which itself is the reversal of ordinary labor. The soldier 
and his tools are the antitheses of the workman and his tools in 
their future effects as well as in their present ones, since they 
reduce the number and efficiency of future laborers who must help 
to pay the debts now created. Loans for warfare first put a heavy 
tax on the product of future industry and then destroy much of 


the power to pay it. 
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ownership is precarious and is preserved by personal vigilance and 
much fighting. The production of wealth would amount to little 
if whatever a man might get as his share another could seize with 
impunity. The effective utility of anything that can be stolen 
libitum is practicaly nil, and preventing this nullifying of 
utility is an operation as truly economic as is creating it. 
Over individuals there is now a state with its courts, its legis- 
iture, and its police power, which save them from the necessity 
for much fighting. Over the states themselves, even in what passes 
for high civilization, there is no such efficient government, and the 
defense of their territories and other possessions has to be done in 
the primitive, cave-dwelling fashion and with a vast destruction 
of life and wasting of goods; and yet this is the only ultimate 
resource which the world at present has for keeping the lands and 
goods of nations in that condition of ownership which is necessary 
order that their service-rendering powers may be developed. 
Nations, indeed, make war in order to extend their sovereignt\ 
over new territories, as well as to add to their wealth, and this 
purpose may be accomplished without directly wresting lands and 
goods from private owners. Mere addition to their power is one 


of the purposes in view. The wealth which comes from extending 


t 


dominions is also a leading object. What is here claimed is tha 
a condition in which national territories were free plunder would 
make even private property insecure, and that, in their manner of 
guarding what they have of both dominion and property, nations 
are like men in a low stage of evolution. 

It takes no sharpness of vision to see that the possession or 
control of territory is the leading issue of the present war, and 
the defense of territory is a latter-day illustration of the violent 
and costly protective operation which, through many centuries of 
savage life, made the other economic processes possible. Granted 
that international law is imperfectly observed and without courts 
or police for applying and enforcing it, and international faust 
recht becomes, in a broad sense, an unavoidable economic phenome 
non, though it is the most wasteful and irrational one that still 
survives. It falls in that generic division of economic effort which 
confers on goods the basic quality of appropriability. It is so 
crude a part of a system of world economics that every discharge 
of a forty-two centimetre gun calls imperiously for courts and 
laws of nations which would remand such diabolical agencies to 
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without injury, the earning power of an individual would 
sened more disastrously than it is. With the reduced capit 
shrunken working force can create more wealth per capita than 
full original number could have done. 

War debts will clearly be the greatest economic disaster of 
future that will be traceable to the present war. They will burden 
workers, somewhat through indirect taxes and much more through 
the prevention of measures of reform and improvement. There is 
a long list of costly things that labor has already demanded and 
will insist on when the war shall be over. Interest on debts, war 
pensions, and further outlays for armies and navies will absorb 
the greater part of what the countries can afford, and many re 
forms will have to wait. The states may be unable to pay what 
they will cost, even though they may be in danger of revolution 
if they refuse to do it. This evil, like others, will vary directly as 
the duration of the struggle and the status of humanity for a 
century will depend on the question how long it will last. Are 
there any clear economic principles which will determine the length 
of the war? 

The defense of property by club law could not by the most 
liberal use of terms be rated as a part of a general wealth-creating 
process unless it were subject to some self-terminating principle. 
It is worth while to apply a simple formula, suggesting those of 
Economics, to the problem of fixing a natural period beyond 
which beings endowed with reason should not be expected to pro 
long a war. 

Earlier wars have often been decided by military genius and 
high strategy still has its great importance, but if it is true that, 
in our day, the decisive fact is usually what, by a euphemism, is 
called “attrition’”—the killing and disabling of men and the de 
struction of resources—we may confine our brief study to a war 
of this type. Uniform losses on the two sides must increase the 
preponderance of the one that has the stronger force and the 
larger equipment. If a million men are a unit and there are a 
hundred and fifty such units on one side and a hundred on the 
other, the original preponderance is as three to two, while afte: 
each party has lost fifty units the ratio becomes two to one. With 
only twenty-five more taken from each force it becomes three to 


one, and it is as five to one after a total loss on each side of eighty 


seven and a half. Of course, exactly the same principle applies 
to a superiority in resources. In the latter stages of a war that 
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ultimately demand in territory or in money whatever its own in- 
terest impels it to demand and, whenever the attrition of the war 
has gone to such a point that both sides have discovered to which 
of them in the end victory must fall, the terms which the stronger 
is interested in offering, the weaker is interested in accepting.' 
‘The most that the prospective victor can, in cool self-interest, 
sk for is all that he could secure by pushing his conquest to the 
itter end minus the cost of so pushing it. The cost is miscella 


neous. Life, treasure, future efficiency, both economic and mili 


tary, are sacrificed by every act of further struggle. Such a grand 
composite of varied costs has in some way to be roughly computed 


ind deducted from the sum total of varied and miscellaneous gains 
which a complete conquest would ultimately bring. There is no 
clear unit of measurement of such composite values—no money 
for appraising life, health, strength, territory, freedom, and in 
ternational prestige or dominance. What a people has to do is 
to decide how powerfully the aggregate of such things appeals to 
it as a motive for action—how much sacrifice, all in all, it is really 
worth. It must gauge the importance of all that will happen to it 
in consequence of continuing to fight and compare it with the 
importance of what will happen if it stops. 

If the victor can secure the terms described, he has nothing to 
gain by prolonging the struggle. Everything that, by further 
fighting, he can add to his gains will be neutralized by the cost 
of it. Whatever he can save in cost he should deduct from the 


‘It is necessary, in war as in business, to act on probabilities instead of on 
certainties, and the manner in which probabilities are computed, if our time 

ficed for it, should be stated After making an investment a business mar 
knows that his principal may return to him with a surplus or it may have gone 
from him forever, and it may even have carried more wealth with it. If the 
chances are even, the prospective gain must greatly exceed the possible loss to 
make the operation rational. Every diminution of the probability of success 
greatly increases the gain that the success must promise in order to offset, 
‘is a motive, the danger of a given loss. Every increase in the magnitude 
of the transaction has a like effect. A man would act insanely if he 
took a chance of losing his entire fortune for the sake of an equal chance 
of doubling it. The total loss would injure him indefinitely more than the 
possible increase would benefit him. Nations at war are dealing with the 
largest values that figure in any transactions. The evil of a crushing 
defeat is beyond computation and a stray probability of suffering it would 
in a cool calculation outweigh any gain which a war could well bring. As a 
rational motive for keeping the peace such a probability approximates a 
certainty. 
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ry in check and positive institutions make the check effective 
between the states, in a time of peace the checks are inadk quate 


are uppermost. Far otherwis: 
would it be if international laws were clearly defined and gene: 


in a time of war the demons 


lly respected, if there were a court to apply them and a leagui 
nations to give efficiency to the court. So limitless is the im 
vrovement of the whole status of humanity which something that 
‘ks like a relatively small institutional change would cause. The 
uindaries of Paradise and Sheol are not far apart and a few 
steps, that will not be difficult if the nations have the will and the 
ntelligence to make them, will carry humanity from the one realm 
to the other. Unless states which are separately mighty are 
ollectively imbecile, the difficulties in the way of this consumma 
yn will be overcome. 
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all direct and indirect costs of $845,600,000. The Franco-Ger 
man War was thus shown to be a colossal money-making adventure 
for Germany.’ 

Sir Robert Giffen’s paper, after forty years, continues to be 
a model in method and treatment, but the distinguished author 
had the advantage of dealing with a completed chapter of history. 
While the current literature relating to war costs is important 
and often illuminating, no analysis of such costs made during the 
progress of a conflict can be accepted as other than a study, en 
lightening but incomplete, and generally possessing no permanent 
value. Compilations of figures still breathing—as it were—cast 
into tabulations, computations eked out with estimates, and official 
figures which change, do not form a firm basis for final conclusions. 
In this perilous time all things are in a state of flux. Nothing is 
certain but the national debt, and that increases between galley 
ind page proof. 

Even Mr. Edgar Crammond’s noteworthy paper* upon the costs 
of the war, read before the Royal Statistical Society in March 
ast, should be accepted only as a valuable and learned study. He 
himself seems to have realized the limitations of statistics of a war 
till in progress and so projected his analysis of costs forward t 
July 31, 1915. Computations for hostile countries, however 
} 


obviously cannot be accepted as complete or final; gaps are bridged 


with estimates, and inconsistencies appear. Yet Mr. Crammond’s 
paper is likely in some respects to be the leading authority for the 
period it covers until such future time as complete official returns 
of war costs are available. Material from it already s been 
widely used, and occasionally without credit. In one respect, how 
ever, the English statistician’s computations are open to grave 
question. While Sir Robert Giffen prudently avoided including in 
his analysis of indirect costs of war the capitalized value of human 
life, Mr. Crammond computes this cost in terms of pounds sterling, 
and falls into the inconsistency of including the capitalized value 
of dead soldiers in the aggregate loss for each nation, which is then 
compared with annual income and the proportion is suggested 
which it forms of the national wealth. Obviously such a com- 
parison possesses no significance whatever. National wealth rep- 


1 Giffen, “Cost of the Franco-German War,” Economic Inquiries and Studies, 
Vol. I, p. 48. 
*“The Cost of the War,” Journal of the Royal Statistical Society, May, 1915 
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A computation made in the early spring of 1915 cannot be ac- 
cepted as possessing the same accuracy for Russia as similar com- 
putations for other countries. So extensive was the destruction 
of property during the successive defeats of the Russian army from 
March to October, 1915, that the addition reasonably can be made 
of two billions of dollars to the total of more than six billions al- 
iotted by Mr. Crammond as the Russian contribution to the toll 
of war loss. 

The Austro-Hungarian losses, comprising direct loss in cost of 
war to the Imperial Government and the loss of production and 
the destruction of property in Austrian provinces, is set approx- 
imately at six and a quarter billions of dollars. 

Much attention is paid by the English statistician to the losses 
estimated to have been incurred by the German Empire. After 
in exhaustive discussion of the German expenditures, he discovers 
the cost to have been greater than that incurred by any other 
nation. The total loss is represented by direct cost of war to the 
government and cities, loss of agricultural production, of manufac 
turing products, of interest on investments abroad, of earnings 
from shipping and from banking houses, and profits of insurances 
and mercantile houses engaged in business abroad, totalling mor 
than nine billions of dollars. 

It would not be just to suggest that Mr. Crammond was 
biased in his analysis of German losses, but the suspicion arises 
that he found the task of compiling this particular chapter so 
congenial that he applied himself to it with renewed and rather 
exceptional diligence, so that few classes of loss were overlooked. 
In short, while the accuracy of the computation of German loss is 
not challenged, it is possible that the total loss reported for Ger- 
many is a little larger proportionately than for the other nations. 
Had their operations been subjected to the same intensive exami- 
nation possibly additional losses might have developed. These 
suspicions are not allayed by Mr. Crammond’s opinion that “the 
spectre of famine will haunt the German people long before the 
1915 harvest is gathered.” 

The loss of the United Kingdom is comprised under these items : 
loss to the Government and the overseas dominion, loss of produc- 
tion, and loss of income from banking profits. The aggregate loss 
is set at less than five billions of dollars. With this total the Eng- 
lish statistician arrives at a loss for his own nation far less than 
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Direct [noirecr Coat or War ro J cry 31, 1915 


Belgium $2,364,890,000 
France 6,504,624,000 
Russia ... 8,346 ,000,000 
Great Britain 4,475,880,000 
Austria-Hunegnry 6,133,320,000 
German 9,214,560,000 
Italy ; 1,158,000,000 
Turkey, Servia, Bulgaria, and loss of neu- 


tral nations, estimated 1,500, 000,900) 


Potal $39,696 ,774,000 


lf we classify this total by allied nations it appears that up to 

the end of July, 1915, Germany and her allies had incurred a loss 
f approximately seventeen billion dollars, while, to the same date, 
France, Great Britain, and their allies incurred a loss of more than 
twenty-two billions. Although these figures are beyond the power 
of the human mind to grasp, they do not adequately represent the 
present costs of the great war. 

The date to which Mr. Crammond’s computation was projected 
(August 1, 1915) long since has passed. With the approach of 
the year 1916 no signs of peace appear, but expenditures increase. 
The British Chancellor of the Exchequer, speaking in September, 
estimated that the war debt of Great Britain would amount to 
$7,500,000,000 by April 1, 1916. In the same month (September 
15) the Prime Minister informed the House of Commons that the 
expenditure had averaged $13,500,000 daily from April 1 to the 
end of June; from July 1 to 17, $15,000,000 daily; and from July 
18 to September 11 over $17,500,000 daily.° Carrying forward 
this narrative of rising costs, the Prime Minister announced on 
November 10 that the daily expenditure from September 12 to 
November 6 averaged $21,041,000, and that during the next two 
months war costs were likely to reach almost $25,000,000 daily. 
He further stated that the new credits requested would provide 
for British war expenditures and loans to February 16, 1916, at 
which date the government war loans would total approximately 
$8,000,000,000.© This indicates that from the Chancellor’s esti- 
mate of early September the war debt increased half a billion 
dollars and the period over which the smaller sum had been ex- 
pected to extend was not reduced by six weeks,—costly weeks still 
to be covered at $25,000,000 per day. Thus the estimates made 

"Circular of the National City Bank of New York, October, 1915, p. 5 

"Boston Herald Cable Dispatch, Nov. 11, 1915 
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In 1910 or 1911 the number of men within the age group ap- 

proximately 15-50 years in the nations now at war was as follows: 
Ac 50) 1x Powrr War, 1910-1911 
\ustria-H 

Austria 6,919,000 

Hungar\ 5,816,000 
Belgium 2,089,650 
France 10,034,400 
German’ 15,658,578 
Italy 7,426,807 
Russia 28,661,500 
United Kingdon 

England and Wale 8,917,571 

Scotland 1,146,739 

Ireland 1,094,361 


rotal 87,764,606 
rom these returns it appears that at the most recent census 
nales of virile age in the nations specified approximated 88,000, 
000, men. This aggregate of course included the defectives of all 
classes within the age groups, estimated by some authorities at 25 
per cent. On the other hand the return is for 1910-11 and thus 
he aggregate is smaller than actually existed in 1914. Accepting 


80,000,000 as a reasonable base, what is the average value of this 


ist group of human workers? 

Sir Robert Giffen, in his half-apologetic discussion of the value 

human beings in pounds sterling,” computed the average earn 
ng power of each active male at £40, or about $200. He then 
reckoned the present value of an annuity of £1 on a single life 
it the age of 25, and arrived at a valuation per worker of £600. 

Crammond, citing various authorities, concludes that workers 
ire worth sums varying in different European countries from 
$1964 for a Russian to $4024 for an Englishman. Upon the basis 
of these figures he computes the lives lost to July 31, 1915, as 
worth an aggregate of $11,475,000,000, an average value of $2933. 


‘Compiled from respective census reports, the age groups and census years 
being as follows: Austria, years 15-50, computed from Austrian census, 1900; 
Hungary, years 15-59, census of Hungary, p. 14; France, years 15-50, estimated 
from census of France, 1906; Belgium, years 15-55, census of Belgium, 1910; 
Germany, vears 16-50, cens1 f Germany, 1910; Italy, years 16-50, census of 
Italy, 1911; Russia, years 16-50, estimated, census of Russia, 1897; Great 
Britain, years 16-50, census of England and Wales, Scotland, and Ireland, 
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quently the absolute figures of carnage and waste are much greater, 
but proportionately the change is less pronounced. 

If we agree that destruction today is vast and recovery to- 
morrow vast also, is there no measurement to be contrived from 
past experience with which we may in a manner determine debt 
limitations, and by which we may reassure ourselves concerning 
population recovery? 

We observe that a certain vague similarity exists between the 
events in Euroge a century ago and those of the present time, 
since the great powers—and for the most part the same powers 
though with different alignment—are again at war. What light, 
if any, is to be thrown upon modern war problems by the popula- 
tion and debt conditions which prevailed at the close of the 
Napoleonic Wars? 


Population at the Close of the Napoleonic Wars 


In the year 1816 the great nations were emerging exhausted 
from the then greatest conflict the world had known. These re- 
curring wars had involved most of Europe, and had lasted, with 
brief periods of armed peace, from 1793 to 1815. During this 
period of twenty-two years the upheavals of society in France 
and in Great Britain, and great industrial changes, created a 
widespread demand for statistical information and led to the 
establishment of periodic census taking. From these returns and 
for other nations from such computations as have weight, the 


population in 1816 of the countries now at war, appears to have 
been 164,390,148. 


PorpciaTION IN 1816 oF THE Nations art War in 1915 
Russia (Europe) 45,000,000" 
France 29,676,148" 
Austria 27,000,000" 
Germany ..... 24,833,000" 
United Kingdom 19,500,000" 
Italy 18,380,995" 


Total . 164,390,143 


* Stateman’s Year Book, 1915, p. 

“Census of France, 1911, p. 16. 

“Computed from Levasseur and Bodio, De la superficie, etc., pp. 46, 54, 91. 

Computed from Bertillon, Statistique Internationale resultant des Recense- 
ments de la population exeécutés dans les divers Pays de l'Europe de le ziz 
Siecle, etc. (Paris. 1899), pp. 27, 30, 34, 70 

“Whitaker's Almanac, 1915. 
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In Austria the inhabitants per square mile, 104 in 1816, became 
195 in 1914. 

France lagged behind in population growth. The number of 
inhabitants per square mile increased from 143 in 1816 to 193 in 
1914. This was substantially the same as that attained by Austria 
upon larger area. 

In the United Kingdom 160 inhabitants per square mile in 1816 
came 382 in 1914. Possessing colonies around the world—sey 
eral of them empires in themselves—the mother country becam« 
the manufacturing and urban centre for the empire. ‘Therefore 
dense population in the United Kingdom does not necessarily indi 


cate congestion. Italy, having the smallest geographic area of the 


group of nations here considered, increased in the number of in 
habitants per square mile from 166 to $21. 

The most significant changes occurred in the area which became 
the German Empire. In 1816 the inhabitants of Prussia and the 
other German states numbered 123 per square mile. Under the 
spur of amazing industrial development and perhaps in some un 
conscious way influenced by the conviction of destined world power, 
the inhabitants of Germany, though possessing small geographic 
area, grew so rapidly in numbers that they tended to congestion. 
In 1914 the population of the German Empire approached 
70,000,000, having thus increased to nearly three times the popu 
lation shown in 1816 upon practically the same area, a rate of in 
crease exceeded only by Russia. 

Colonial outlets, which the United Kingdom found so efficacious 
n meeting the same problem, were of doubtful value to Germany, 
or if of ultimate value, were slow of development. Emigra 
tion, the other main source of relief, also failed. From 1890 
to 1910 the number of persons in the United States born in Ger 
many decreased in number 283,561.>* 

Austria and Italy found an outlet for a part of their surplus 
population by liberal emigration to other lands. In twenty years, 
from 1890 to 1910, the number of Austro-Hungarians in the 
United States increased from 303,812 to 1,670,624. Italians in 
creased from 182,580 in 1890 to 1,343,125 in 1910, but German 
emigration declined to a negligible figure.“* German increase, 
therefore, all appeared in Germany. The number of inhabitants 

"U.S. Census, 1890, Pt. 1, p. 607; 1910, Abstract, p. 190 


*The total emigration from the German Empire, 1909-13, 
117,530. (Statesman’s Year Book, 1915, p. 928.) 


al 


r 
ix 


occasit 


ie Pp ywers 


LUO 
i S16 to B96 
in 1914 i 4 
» Since 1816 
Uf th 
= . ny As thus re 
yveaied 
I 1914 sma 
area, SUDT 
Pius numbers 
Hut 
Ti r + 
Ge! I 
I it the cha 
acteris 
iggest r 
version 
W 
snail 
i 
been 
compa 
VAST al 
> 
But if G 
in cont 
AN 
fine the G 
nA 
In that 
dos 
impair fer 
var 
not 
repair 
al 
the pr f : 
again I 
made, I 
SUDMITT . 
Re} it 
ime 1! 3p are the losses 
likely to af ] 
voivedar 
For the 
rtn min 
now it WAT 


The Economic Costs of War 107 


ULATION INCREASE OF THE PowERS NOW aT War as SHOWN BY THE 
Latest CENsUsES 
Germany 8,625,060 
Austria~-Hungar) 4,053,154 
Great Britain .. 3,761,439 
Belgium 730,226 
France . 349,242 
Italy . 2,196,124 


fotal . 46,536,730 


Assuming the births to be divided with practical equality be- 
tween the sexes, the males born in these nations during this ten 
year period exceeded those dying by approximately 23,000,000. 
Elsewhere it has been estimated that the war losses in human life 
will approximate 12,000,000 by July next. Upon the antebellum 
basis of increase, to replenish such loss would require more than 
five years’ product of male births. Obviously a five-year period is 
too short. The population group of approximately 88,000,000 
males of virile age will have been reduced by nearly fourteen per 
cent. While it is impossible to predict the effect upon population 
f sharp reduction in the number of males possessing high 
virility, it is probable that clear evidence of such reduction will 
appear. In some cases where increase long has been slow, as in the 
case of France, there is a grave possibility that the loss may never 
he recovered. 

There is another factor to be here considered. Before the be- 
ginning of the present war males were in a decided minority in all 
six powers involved. ‘Though the disproportion varied somewhat, 
the excess of females reached the rather remarkable aggregate of 
5,600,000.** Emigration to America was in part responsible for 

*Excess or Femares 1910-1911 

Great Britain ; 1,328,625 
France . 634,000 
Germany $41,800 
Austria-Hungary 699,711 
Russia (including |’sland 1,344,400 
Italy .. 627,997 
Belgium 62,206 

rotal 5,538,739 

Derived from official census tables specified in notes, page 104, except for 
Russia, for which figures are compiled from the Russian Year Book, 1912, and 
France, for which the excess is computed from the census of 1906.) 
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Measurement of Indebtedness 


There remains to apply briefly some measurement to changes in 

national indebtedness and increases due to the cost of war. 
Utilizing again the historic year 1816 from which to establish 
mparisons, the national indebtedness in that year of the nations 
ww at war was as foilows: 


Nationat Dest 1n 1816 of Powers now at War 


Country National Debt* Per Capita 


Germany $125,000,000 $5.00 
Italy 125,000,000 7.00 
France 250,000,000 9.00 
Austria 415,000,000 14.00 
tussia 765,000,000 17.00 


Creat Britain | 4,502,180,000 294.00 


S6,182,180,000 


In 1791, at the outbreak of the French Revolution, the national 
debt of France had reached burdensome figures, amounting to 
$2,275,000,000, a per capita debt of about $85. This was the 
urgest debt in the world at the close of the eighteenth century, 


the next largest being that of Great Britain which approximated 
$70 per capita. The French Revolution summarily disposed of 
the problem and burden of the national debt. Most of it was 
repudiated. Therefore, when France emerged from her troubled 
era of victory and defeat, in 1816, the acknowledged debt as in 
cluded in the table above was little more in amount than one tenth 
of the repudiated debt. 

Of greater interest and significance was the debt of Great 
Britain. It greatly exceeded the combined debt of the five other 
powers, indicating that for twenty-three years in victory and de 
feat the British nation had borne the burden of financing the 
Napoleonic Wars. 

In 1793 the national debt of the United Kingdom approximated 
more than $1,000,000,000, representing the accumulated debts of 
the Marlborough campaigns in the reign of Queen Anne, the debts 
of the first two Georges, and that incurred in connection with the 
American Revolution. To this total the Napoleonic Wars added 
$3,007,501,715, resulting in 1816 in the great aggregate indebted 
ness recorded above, of $4,500,000,000. 


*In 1816 or the nearest year for which figures are available. 
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Thus far in this discussion of indebtedness existing in 1816 as 
affording some means of measuring public indebtedness at the out- 
break of the present war, attention has been devoted principally to 
Great Britain as the actual debt bearer of the earlier period. It 
has been pointed out that during the century from 1816 to 1914 
population increased greatly in all of the six powers here included. 
Hence consideration of the following table which presents indebted 
ness for each of the powers as it would have been in 1914 if com 
puted on the basis of the per capita debt existing in 1816, in 
comparison with the actual public debts of these powers in 1914 
proves of some significance. 


Dent as Ir Be 1n 1914 on 1816 Basis, ann Actual Dens 


Debt as it Would 


Have Been in 1914 Actual 

ountry on the 1816 per per 

Capita 

Capita 
Germany 2339 060,000 $4.860,000,00 S72 

Italy 49,184,488 2 .536,920,000 
\ustria 711,354,000 3.790,800,000 
rrance 3,422,800,000* 1,932,900,000 124 
Great Britain 10,438,400,000 3.192.448,.463 62 
Russia 2,136,626,521 4,592,700,000 26 
$17,297,445,009 $23,905,768,463 S65 


Inspection of this table reveals that the rough similarity of the 
theoretical or computed debt to the actual debt is produced by the 
huge contribution of Great Britain; therefore one is tempted to 
doubt the accuracy of including such an exceptional figure. It is 
clear, however, that in the computation the aggregate only is of 
interest, because Great Britain incurred financial burdens which 
other nations obviously must have contracted and carried in order 
to oppose France had Britain not done so. It is clear also from this 
measurement of European indebtedness in terms of the debt of 
1816, that although the debts of the earlier period represented in 
most instances the accumulated expense of long, frequent, and 
costly conflicts, and although in proportion to wealth and popu 
lation they formed exceptionally heavy national burdens, the cen 
tury of peace which followed terminated with all the nations in 
cluded in this analysis, except Great Britain, bearing much larger 

Compiled from Whitaker's Almanac, 1915. 


™Per capita base includes debt repudiated in 1793 
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ate annual payments. Between 1837 and 1858 some increases 
occurred; since 1858 there have been small payments each year 
with a few exceptions. The aggregate of these payments amounts 
to about one third of the debt owed in 1816. This reduction is 
equivalent to settling the bills for the campaigns of the Duke of 
Marlborough, the debts of the Georges, and half the cost of trying 
to suppress the American Revolution. But after the lapse of a 
hundred years, a period of almost continuous peace, Great Britain, 
wealthiest of the nations of Europe, still owes half of the cost of 
ittempting to conquer her rebellious American colonies and all of 
the debt incurred during the long period of Napoleonic Wars. 

Inquiry concerning the national indebtedness in 1816 of the 
six powers now at war thus has resulted in arriving at certain 
measurements of the increase recorded in 1914, and on the basis 
of which to consider further increase. 
War Debts and Aggregate Indebtedness 

The following table is a combination of the table of war debts 
published in the London Statist of October 23, with additional 
definite flotations reported in the table despatches since that date, 
but not including the recent French so-called “loan of victory,” or 
the new German loan. From neither of these is the amount real- 
ized yet known. They will probably aggregate $5,500,000,000. 


War Loans or Nations at War To Decemper 1, 1915 
Country Aggregate War Loans or Debts® 


National Money | 
£—$4.86; mark .238; crown 
198; franc, 184,; rouble .51; | 
(Custom House standard) 


Dollars 


Lire .18.) | 

Great Britain 1,232,600,000 £ 
430,000,000 £ $8,077 320,000 
( rermany 30,000,000,000 Marks 7,140,000,000 

\ustria-Hungary 550,000,000 £ 

257,200,000 £ 
2,000,000,000 Crowns 4,308,992,000 

France 20,580,000,000 Fr. 

425,341,000 Fr. 3,871,940,000 
Russia 7,000,000,000 Roubles 3,570,000,000 
Italy 3,216,350,000 Lire 620,755,550 
Total $27 589,007,550 


“London Statist, October 23, pp. 182-4, and Cable despatches, London, Nov. 
10; Paris, Nov. 15; Vienna, Nov. 16; Berlin, Nov. 20. 
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The Resources of Nations at War 


At the close of the Napoleonic period indebtedness was ex 
pressed, with one exception, in millions of dollars. In our own 
period, a century later, growth in population and wealth compelled 
financial operations on an unprecedented scale, and public debt is 
now expressed in every case in terms of billions. In public oper 
ations the use of this unit is likely to become more and mor 
frequent. One is already tempted to advance in grand totals to 
the next unit of value and speak in fractions of trillions. Indeed, as 
the wealth of the world now approximates a trillion of dollars, th: 
serious use of that unit by our children or grand-children may b 
in sight. 

Comment of this character is useful principally to illustrat 
how unreliable and unsatisfactory must be all analysis dealing with 
aggregations of national wealth when several important nations 
are engaged at the same time in vast financial operations. Any 
simultaneous efforts by the powers now at war to raise great ad 
ditional loans because national wealth still looms large are likely 
to develop the illusory character of national wealth as a cash asset. 
The attempt of the world, for example, to realize on its trillion of 
dollars of wealth would result in utter confusion. In short, the 
effort of all the great powers of Europe to float large additional 
loans based on huge aggregate resources will tend to depress such 
resources, though perhaps temporarily, toward paper values only. 
The real and permanent value of national wealth obviously de 
pends upon the facilities such wealth affords to create more wealth. 
The great nations now at war are not only destroying national 
wealth, but, even while they endeavor to realize on their own, they 
are impairing wealth producing activities. 

Of what present value to Germany are her hundred million’s 
worth of ships idle in American ports, or her world commerce 
temporarily wiped out, or to Germany, France, and England the 
closed factory while skilled operatives are at the front, many never 
to return? 

The extreme to which the demands of war have already invaded 
the private affairs and industries of the nations concerned is il 
lustrated by the increasing control exercised in England over ex 
ports. All goods to be shipped to American purchasers are now 
delayed to permit thorough search in order that nothing of use 
to the British government may leave the kingdom. Fine fabrics, 
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ancient enemy stronger in men, resources and wealth than at the 
earlier period.** 
If from the present tragedy the people of the nations involved 
Mu emerge with permanent and helpful readjustments and with cour- 
.ge unimpaired, doubtless national debts and population inequali 


ties, however large, in time can be adjusted. 


* France was in fact invaded, had to bear the losses incidental to that state. 
ud to pay as the war went on, a large part of the invaders’ cost, and in the 
end had to pay an indemnity and suffer loss of territory which nearly doubled 
ts losses. The loss of capital and the addition to the national debt are 
enormous, while several years must elapse before France at the ordinary rate 
of progress is even at the point of industrial prosperity which she had attained 


before the war.—Giffen, Economic Inquiries and Studies, Vol. I, p. 48 
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to dispose of such property would be less since the capitalists of other 
countries would be unfamiliar with the property to be sold. English 
railroad shares could be sold less readily than the shares of American 


railroads. The United States could probably realize on a considerable 


part of its national wealth by sale to capitalists in other countries who 


have long been accustomed to buy American stocks and bonds. 

In both the cases so far considered the possibility of realizing on 
national wealth has been greatly increased in modern times by the 
extended use of the corporation as a form of business organization 
and the establishment of international markets for shares and bonds. 
But a very great part of the national wealth is not owned by corpora- 
tions, and for the issues of many corporations there is no established 
foreign market. A foreign market for such property as land, houses, 
and small business establishments, which represent a large proportion 
of the national wealth, could be established only with great difficulty in 
the midst of war. 

The third method by which the wealth of a country may be liqui 
dated for war uses is through depreciation. To the extent that capital 
goods and consumers’ goods are not kept up, the wealth which they rep 
resent returns to the owner and may be spent on war. This form of 
liquidation could be carried on entirely without foreign trade. Depre 
ciation, however, has definite limits as a means of reassuming control 
over wealth and it is inconceivable that any large amount could thus 
be liquidated without entailing an insufferable loss of national income. 

The popularly accepted opinion that it is possible to convert national 
wealth entirely and immediately into the sinews of war grows out of an 
analogy with individual wealth. A capitalist can ordinarily convert 
his wealth into any form he may desire. It is assumed that a nation 
can similarly convert its wealth. It is obvious, however, that the 
purchaser can only pay with income or by the sale of other wealth. 

From the foregoing considerations, the conclusion may be drawn 
that the availability of national wealth for war financing depends upon 
a number of factors: (1) the extent of access to foreign sources of 
supply; (2) the relative part of the national wealth invested in for 
eign property; (3) the amount of surplus income in foreign countries ; 

t. The familiarity of foreign investors with property in the country 
at war. 

These factors vary widely between country and country in any par 
ticular war and also between one historical period and another. It 
seems clear, therefore, that statistics of total national wealth have little 


importance in any study of war financing. 
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and press are trying to make it so in England. Then, too, in nearly 
every home the present is a time of great anxiety and of mourning. 
Anything but simple austere living seems out of place. 

Let us now turn to conditions of economic production in Europe 
away from the battle fields. The first thing to note is that the produc- 
tion of all sorts of army supplies, such as clothing, shoes, etc., is on a 
much larger scale than in time of peace, and that division of labor and 
machine production are utilized to the extreme limits of efficiency. 
When once the painful readjustments incident to the beginning of the 
war were effected, the cry of unemployment gave way widely to com- 
plaints of insufficient labor. Most European labor is today employed, 
although much of it has been shifted to new pursuits, and in some 
cases the shift has been effected at the expense of a certain loss of 
eficiency. In the main, however, it would seem that the shift has been 
in the direction of greater efficiency on the part of those who have 
stayed at home. European agriculture, except directly in the war zone, 
is not materially suffering from the war. Many comforts may be de- 


nied those who have stayed at home, the children may be out of school, 


and the usual family pleasures may be forgotten, but the crops are 


planted and harvested. The less urgent ordinary vocations and avo- 
cations of women, children, and old men are neglected for things of 
greater immediate economic importance. These people have turned 
their efforts into field and factory, and are making up for their lack of 
training and experience by longer hours and less rest days. I was in 
Switzerland in August, 1914, when the call came for the mobilization of 
the Swiss troops, and about 500,000 of them went to the frontiers. It 
was striking to see how the women, children, and old men shifted to 
the younger men’s places and how the important work of the farm went 
on apparently uninterrupted. Not only man power, but also in many 
cases horse power, gave way in the fields to woman power, but the 
crops were gathered promptly and there was little waste. 

Psychologists tell us that a rapid metabolism is an efficient meta- 
bolism. Many of us do our best work when we are under the strongest 
pressure; and this is doubtless widely true of the people in belligerent 
countries today. 

War as an Economic Renovator.—Another bright spot in the essen 
tially dark picture of the economic costs of the war is the service that 
war renders as an economic and social renovator. This war is playing 
havoe with some bad things as well as with many good things. It is 
breaking down outworn economic customs, anti-social vested interests, 


and antiquated methods of production. War clears the decks, as it 
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fiscal years in American history having the largest net gold importa 
tions, and is nearly equal to the world’s total gold production in 1913. 
Such an economy in the use of gold in Europe has an effect on world 
prices similar to that which would be produced by a temporary doubling 
of the world’s annual gold production. Never in history has any ad- 
vanced country been so flooded with gold as has the United States 
during the present calendar year, and the flow of this golden stream 
to America appears destined to continue for some time. This of 
course means rising general prices, inasmuch as there has been no pro- 
portionate increase in the effective demand for gold. Just as prices 
as measured in gold rose rapidly in England at the time of the Na- 
poleonic Wars, and in the United States at the time of the Civil War, 
so gold prices now throughout the world are exhibiting a pronounced 
upward movement. From July, 1914, to December, 1915, the Economist 


Index Numbers in England registered an advance of 36 per cent. On 


the Continent, it is well known that prices have risen greatly, despite 


the strenuous efforts of governments to keep them down. For the 
continental countries, however, since the outbreak of the war, satisfac- 
tory price index numbers are not available. In the United States 
prices have risen rapidly. From July, 1914, to December, 1915, 


Bradstreet’s Index Numbers showed an increased of 23 per cent. 


Lest I be misunderstood in my main contention, let me repeat in 
conclusion that the net economic cost of this war, I believe, will be 
tremendous; the debit balance will probably be greater than the com- 
bined debit balances of all the European and North American wars of 
the last century; nevertheless the credit items which I have mentioned 
are very real ones and should not be neglected in any comprehensive 


statement of the account. 


‘In the Australian States there has been a great rise in the retail prices of 
provisions, the index numbers rising, in the various states from 10 to 25 per 
cent during the period from July, 1914, to May, 1915. Cf. Monthly Review of 
the U. S. Bureau of Labor, December, 1915, p. 45. 
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fund theory had left was filled by attractive formulae, and recog- 
nition of the entrepreneur function and its reward met the demands 
of modern industrialism. 

Marshall’s Economics of Industry had appeared in 1879 and 
Walker’s Political Economy in 1883, without appreciable effect. 
Now, however, Marshall’s election to the chair of political economy 
vacated by the death of Fawcett called attention to the novel ele 
ments in his doctrines; while Walker, aroused by Sidgwick’s stric 
tures, reiterated in incisive form the controverted elements of the 
Wages Question. The publication of Marshall’s Principles of 
Economics in 1890 marked the climax of the debate. With it and 
the discussion immediately tributary, a lull was reached in eco 
nomic controversy. 

But the respite was brief. The same year, 1890, in which Mar 
shall’s Principles was issued, the English translation of Béhm- 
Bawerk’s Capital and Interest saw light, heralded indeed a year 
before by Bonar’s admirable critique of the Austrian school. In 
quick succession followed B6éhm-Bawerk’s Positive Theory of Capi- 
tal and Wieser’s Natural Value in English translation, with 
Smart’s handy Fiithrer as a résume. An outburst of contro- 
versial activity ensued, unparalleled in the history of American eco- 
nomic writing. During the nineties this sustained contest—ex- 
hibiting every variety of intellectual effort from stimulating 
analysis to hypercritical dialectic—raged about the Austrian 
doctrines. 

Through sheer exhaustion of disputants—and witnesses—the 
struggle had abated when in 1899 Clark’s Distribution of Wealth 
summarized with rare amenity of form the speculations of a pro 
found philosopher and an inspiring teacher. The effects were 
wide conversion and ardent discipleship. For a decade Clark’s 
theories dominated economic philosophy in the United States, 
weakening only with increasing resort to realistic studies and 
growing uneasiness as to the value of theoretical inquiries. 

Walker, Béhm-Bawerk, and Clark thus constitute the major 
episodes in the thirty years of American economic speculation. 
There have been minor incidents,—the debate over the scope and 
method of sociology in 1895-98, the discussion as to the order and 
form of economic instruction in 1912—but these stand in immediate 
relation to local or temporary events. 

The scientific results attained in the quarter century have not 


been commensurate with an incessant doctrinal activity. The dev 
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taught for years, is the method of science,—not of a science but 
of science. In complete form it consists of three steps: observa 
tion, inference, verification. Observation and inference give us 
hypotheses ; verification converts the tentative formulations into 
theories and ultimately into laws. To those whom the gods elect, 
the hypothesis comes lightly by intuition or imagination; to 
coarser clay the way is steep and hard,—by induction from as 
sembled particulars, by deduction from admitted or established 
generalizations. 

Marked differences of opinion—accented sometimes into acri 
monious controversy—have developed at intervals as to the rela- 
tive order and prominence of the several parts of the inferential 
process. Deductive, inductive, historical, comparative, statistical, 
mathematical, are terms descriptive of the varying emphasis. 
The outcome has been virtual agreement that there is a constant 

ernation of the processes of induction and deduction in the 
ictual conduct of scientific inquiry, and that in this “interlacing” 
historical experience, comparative elimination, statistical uni 
formity, and mathematical ratio have part. 

Whatever difference of opinion may have prevailed as to the 
order and emphasis of the several elements in the reasoning stage of 
scientific speculation, there has always been agreement that the 
third step, verification, formal and deliberate—*the process of 
testing, by means of an appeal to facts, the validity of the con- 
clusions already arrived at by a course of deductive reasoning’”® 
is an indispensable requisite in the transition of an hypothesis into 
a theory and of a theory into a law. Without it speculation is 
an intellectual gymnastic not a scientific process. Mill likened the 
distinction to that which exists between the Aristotelian physics 
and the Newtonian theory of the heavens.* In our own speech it is 


the contrast between the political arithmetic of Petty and the sta- 


tistical studies of Pearson. The chemist, the physicist, the physi 


ologist, venturing to propound a new theory without confirmatory 
evidence, is discredited as an investigator and laughed out of court 
as a scientist. If recourse cannot be had to observed facts for 
verification—as often in certain of the physical sciences, astron- 


*Fowler, The Elements of Inductive Logic (3d ed., Oxford, 1876), p. 244. 
So too Dunbar (Quarterly Journal of Economics, I, 5): “The verifi- 
cation of results reached by deductive reasoning should call for as patient 
collecting and as conscientious sifting of facts as any other use of observation.” 

‘System of Logic (2d ed., London, 1846), I, 579. 
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even farther in this process of qualification, without waiving th 
essential consideration: ‘Verification is not a distinct mode of 
proof,” Fowler maintains, “but is simply a confirmation of one 
proof by another, sometimes of a deduction by an induction, some- 
times of an induction by a deduction, and finally, sometimes of an 
nduction or deduction by another.”* Proof—not any particular 
mode of proof is the essential requisite of scientific thought, 

All said and done, the consensus of opinion among logicians and 
scientists may fairly be described as follows: The economy of 
intellectual effort demands that any hypothesis as to an existing 
uniformity or a causal relation among a body of facts shall before 
pre sentation as a scientific contribution be verified by experiment, 
by specific instance, or by logical equivalent. If experience be the 
necessary resort, the mere circumstance that the facts are com- 
plex or difficult of access does not relieve the investigator of his 
responsibility. He must exhaust the possibilities, state frankly 
what he has done, and qualify his inference accordingly. 


We are now prepared to formulate the indictment: Economic 
speculation in the United States has been marred by the omission, 
deliberate or unwitting, of verification,—the comparison between 
the conclusions of reasoning and the results of observation. In 
so far, it has partaken of the character not of economic theory but 
of economic theorizing. 

In passing to a bill of particulars, the critic suffers the woe of 
an academic ingrate mingled with the remorse of a doctrinal patri- 
cide. The challenged are the det majores among American econo- 
mists of our generation,—the men whom we delight to honor as 
scholars and as teachers. If the sword be now raised against them, 
it is in no spirit of filial impiety but in the sure faith that they who 
have taught us to forge its strength and to whet its edge will be 
the first to cry that it be wielded if true cause arise. 

From out the mass of theories enunciated by American econo- 
mists of the present generation I have selected four notable doc- 
trines,—notable in the sense of formal issue, wide diffusion, criti- 

il discussion, and doctrinal influence: 

Henry C. Adams’s Theory of Constant Returns, 

Simon N. Patten’s Theory of Consumption, 

John B. Clark’s Theory of Wages, 

I. R. A. Seligman’s Theory of Tax Incidence. 


*Elements of Inductive Logic, p. 249. 
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Consumption of Wealth'® in 1889, is a bold and courageous ven- 
ture exhibiting in his most characteristic speculation the form and 
ode of the author’s reasoning process. The starting point is the 
proposition that (Introduction, v) “while production is determined 
»y consumption ; the latter is itself largely modified by the former.” 
The problem is explicitly conceived as (ib.) “to bring all those 
facts into harmonious relations to one another which throw light 
ipon the laws regulating the consumption of wealth.” Deduction 
s elected as the mode of investigation since the data are primary 
cts of human nature and social organization, and warning is 
erved that the ultimate laws are likely to be obscured by disturb 
g¢ causes and counter forces. 

But the method pursued and the result attained fall short of 
such formal avowal of plan and purpose. By indulgence in conjec- 
tural history, “tracing the past development of man” (p. 9) or 
going “back to primitive times” (p. 24), by resort to free specula 
tion unchecked by attempted proof, Professor Patten gives us 


brilliant hypotheses and stimulating conjectures,—but not estab 


shed principles. 

In declaring, as a primary or ultimate law of consumption that 
( p. 18) “With every increase in the variety of our food, the 
ntensity of pleasure derived from the food must be reduced ; so 
that, when the system becomes accustomed to the new diet, the 
point of satiety will be reached sooner than was formerly the 
ise,” or in stating as the enonomic, in contrast to the natural, o1 
der of consumption that (p. 19) “A man under economic conditions 
will first choose that article which has the highest ratio of pleasur: 
to pain, and then other articles will be chosen in that order which 
allows the highest ratios to stand first,” there is no trace of that 
deliberate reference to positive phenomena for verification, amend 
ment, or rejection which constitutes an essential of scientific 
thought. If the propositions be true, they attest the profound 
nsight, the rare intuition, the fertile imagination, and the signal 
good-luck of a gifted philosopher. Like Galileo he will have “used 


method by genius.” If the propositions be false they afford new 
evidence that philosophical accident may not be relied upon to 
replace logical method, and that ordinary men can hope to rival 
Galileo only by using the rules which he could neglect.'! To 

” Publications of the University of Peunsylvania: Political Economy and 
Public Law Series, No. 4 (Philadelphia, 1889) 

Cf. Case, “Scientific Method as a Mental Operation” in Lectures on the 
Vethod of Science (ed. T. B. Strong, Oxford, 1906), p. 11 
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when its “conjectural attributes explain in the simplest and most 
plausible way the largest body of known phenomena and when they 
inti ipat phe nomena afterwards observed.””'” The theory of spe 
cific productivity was propounded void of any such test. How 
gnal was the omission is suggested by the brilliant attempt of an 
‘ complished disciple eleven years later to repair the defect. 

Professor E. R. A. Seligman’s theory of the incidence of taxa 
tion, as presented in 1892 and revised in the successive editions of 
['he Shifting and Incidence of Taxation in 1899 and 1910, may 

isonably be described as the most ambitious attempt at economic 
deduction made by an American scholar of our generation. Pr: 
faced by an imposing historical review of the literature of the 
subject-—past and present, deliberate and incidental, domestic and 

ported—the essay should be free from at least the fundamental 
rrors of method which the author’s profound erudition and critical 
icumen have detected so unerringly in the writings of others. 

If Ricardo’s doctrine of incidence, “called par excellence the 
ibsolute theory,” be incomplete in failing (p. 151) “to notice the 
practical effects of economic friction,” with the result that (ib.) 
“It might, perhaps, be true so far as it went, but it would even 

en not go far enough to explain actual phenomena,” the theory 
which is to replace it should certainly escape the same pitfall of di 
fective method, Yet in this respect—the failure to submit conclu 

ms to verification and test—Professor Scligman’s analyses ar 
glaringly Ricardian. His assumptions, it is true, are not the few 
simple premises of Ricardo, but a body of empirical generaliza 
tions that incorporate certain of the characteristics of the modern 
ndustrial system. But his conclusions are none the less unverified 
hypotheses. 

Here and there detached facts are cited in illustration. Where 
‘a careful statistical investigation” (p. 334), “a more recent in 
ductive verification” (ib.), “‘a more recent investigation” (p. 335), 
ire conveniently at hand—as in the case of the taxation of mort 
gages—the results are used to test the conclusion. But beyond 
this, and occasional bibliographical references to (p. 372) “induc 
tive statistical studies” of the incidence of other taxes, there is no 
attempt to establish the validity of hypotheses by appeal to facts. 
The author, fully alive to the purpose of such procedure, seems to 
feel himself absolved by the adequacy of his premises, the certainty 
of his inferences, the guarded application of his conclusions, from 


*1L.. T. More, The Limitations of Science (New York, 1915), pp. 15, 27 
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has countenanced a mode of scientific participation wherein the 
economic fledgling, instead of serving the hard apprenticeship of 
observation, investigation, description, and empirical generaliza- 
tion, attempts the short-cut to scientific eminence by laying hold 

f the latest contribution to economic speculation, mulling and 
pawing over it by what Pearson has termed “some obscure process 
of internal cogitation,” and emerging with “a paper on theory,” 
with rejoinder and counter reply to follow. 

2. Since 1885 there have been published in the United States 
nearly thirty textbooks on political economy. The text-writing 
habit of American economists is in part capable of materialistic 
interpretation,—the problem of undergraduate teaching and the 
pressure of enterprising publishers. In so far as an economic 
treatise is an exposition—in manner suited to student or reader 
needs—of the prevailing state of the science, with such further ad- 
dition of amendment as the mdependent labors of the author have 
contributed, it serves a valid scientific end. 

This ceases to be the case when the textbook becomes either a 
mere stylistic paraphrase or a device for incorporating untested 
hypotheses into the body of economic theory. The state of mind 
wherein the economist as teacher finds it essential, as evidence of 
ntellectual autonomy, to prepare a textbook of his own compo 
sition, much as the economic departments of the last decade 
deemed it important to establish institutional journals, is of course 
unfortunate. But at worst this is prodigal waste of a scholar’s 
energy. Far more serious in its scientific consequence is it for 
the textbook to be exploited in the exposition of scientifically 
incomplete theories. With the manual become in so far treatise, 
demanding that every new element undergo the hard rigorous 
test of scientific method, that gaps be neither evaded nor glossed 
but remain gaps until properly bridged,—substitution of hypothe- 
ses for theories, of assumption for proof, is a mischievous, because 
a masked, lapse. 

3. It is no new thing for economists to engage in controversy as 
to final terms and in speculation as to ultimate concepts. The 
historic Political Economy Club discussed “the proper signification 
of the word Demand.” John Stuart Mill rated as “an unsettled 
question of political economy” the correct meaning to be attached 
to “the words productive and unproductive.” Malthus wrote a 
book on “Definitions in Political Economy,” and appended a set 
of them. The last months of Ricardo’s life were absorbed in 


| 


i 
imend 
the } 
e pr 
ol Lut 
R | 
rao 
\ } 
VSICA 
f 
I n¢ 
+} 
yuk 
+} relat 
ratol The 
phy a ISS 
+} { { 
iturity, 
the ultin 
. t is ora 
\ nected 
cry itel 
{) 
er problems 
pre pr 
solut 
ti In face Of a 
tenden< 
ed 
l 


» 
whet! x proper for th 


alct vy “a definit 


i \ 1] he l, 


| 


} oT ft he 

: 


Economic Theorizing and Scientific Progress 137 


boundary line between the regions of physics and metaphysics” by 
saying that “the domain of physics is concerned with the discovery 
of phenomena and the formulation of natural laws based on postu 
lates which are determine d by experie..ce and generally accepted as 
true; the causes of phenomena and the discussion of the postulates 
of science lie in the province of the metaphysician.”’** 

The distinction is too instructive to be lost. The term ‘“*meta 
politics” to describe “tan investigation of the speculative basis of 
political doctrines” is as old as De Lolme and Coleridge. So too, 
. “meta-chemistry,” dealing with “the chemistry of the supersen 
sible,’ and a “meta-physiology,” concerned with the “principles 
outside of and higher than those of physiology and the material 
organism.”*” The Oxford Dictionary indeed countenances “the 
practice of prefixing ‘meta-" to the name of a science, to form a 
designation for a higher science (actual or hypothetical) of the 
same nature but dealing with ulterior and more fundamental prob- 
lems.” Let there be, in like manner, a “‘meta-economics” concerned 
with the economics of the supersensible. Since we must theorize, 
let us, with Sir Lucius, preserve “the genteelest attitude into the 
bargain.” 

This constitutes no denial of the ultimate possibility, and the 
eminent desirability, of a theoretical economics. Hans Driesch 
prefaced his Gifford Lectures on The Science and Philosophy of 
the Organism** with the frank admission that (p. 3), “One may be 
a first-rate organic chemist even when looking upon the atoms as 
small billiard balls, and one may make brilliant discoveries about 
the behavior of animals even when regarding them in the most an- 
thropomorphic manner—granted that one is a good observer; but 
it can hardly be admitted that our chemist would do much to ad 
vance the theory of matter, or our biologist to solve the problem 
of the relations between body and mind.” 

The economist may proceed farther and agree in paraphras¢ 
that (p. 4), “only by becoming a true philosophy of nature are 
social sciences of all sorts able to contribute to the highest ques 
tions which man’s spirit of inquiry can suggest.” But having gone 
so far the economist must continue at equal pace with the biologist 
and insist that, a “‘naive”’ science becomes a philosophical specula 
tion by transition, not by replacement; that (p. 5) “we perhaps 
= More, op. cit., pp. 17, 30, 113-14. 

* Oxford Dictionary, sub nom. 


* Aberdeen University Studies, No, 33, Vol. I (Aberden, 1908). 
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knowledge grows. In science as in affairs, “the recognition of our 
Professor Clifford’s 
modest dream of “the good time coming” in natural science was 


e output till now is not large; but it is only in this wise that 


ignorance is the surest way to get rid of it.’°*9 
“when also benevolent old ladies may be expected to know one end of 
A generation ago Cliffe Leslie 
ventured, more hopefully, that America would take an active part 


30 


a guinea-pig from the other.’’” 


in bringing to light and in solving those “new economic problems” 


which the chief economists of both worlds have never yet raised, 
ind of which they have not dreamt.*' If the coming years are to 
bring us nearer to that still remote goal, it must be by unremitting 
regard to Huxley’s classic warning: “Whenever science has halted 
or strayed from the right path, it has been, either because its vo- 
taries have been content with mere unverified or unverifiable specu 
lation; or it has been, because the accumulation of details of 
observation has for a time excluded speculation.”** 


™Clifford, Lectures and Essays, p. 96. 

*“Tbid., p. 423. 

* Essays in Political Economy, p. 154. 

=““The Progress of Science, 1837-1887,” in Methods and Results 
New York, 1898), pp. 64-65 
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hange, “without iilroducing the idea ol Money {except occa 
sionally for illustration).”” When he does “superadd that idea,” 
he admits that without “a Circulating Medium” we should suffer 
two great inconveniences : “the want of a common measure for 
values,” and inability to carry the division of labor to any con 
siderable extent.? But, “Great as the difference would be between 
. country with money, and a country wholly without it, it would bx 
only one of convenience.” For, “The introduction of money does 
not interfere with the operation of any of the Laws of Value laid 
lown in the . . . chapters” written before the idea of money was 
superadded.” And the like holds of distribution. Money makes no 
difference in the law of wages or the law of rent. “Wages and 
Rent being thus regulated by the same principles, when paid in 
money, as they would be if apportioned in kind, it follows that 
Profits are so likewise.” ‘There cannot, in short, be intrinsically 
a more insignificant thing, in the economy of society, than money, 
except in the character of a contrivance for sparing time and 
labour.’® 

Political Economy, then, is the science of business, and economi: 
men are money-makers ; nevertheless, the use of money is a fact ot 
no importance for economic theory. This seeming contradiction 
between the letter of the economic law and its spirit as inte: 
preted by loyal commentators long passed without notice.* It was 
part of the classical tradition to accept both of these views, and 


not to think of them at the same time." 


*Pp. 483, 484. It would be going too far to credit Mill with a full ap 


pre 
ciation of all that lies latent in his admission that without money we should 


lack “a common measure for values.” 


*P. 488. 

Pp. 688, 691. 
*P. 488 


*I have not scrupled to set Mill’s clear statements about the insignificance o! 
money against Bagehot’s and Marshall’s interpretations of classical economics, 
although both of the latter were probably thinking of Ricardo rather tha 
of Mill. As Professor J. M. Keynes remarks, “Bagehot kicked morally and in 
tellectually against the Mill despotism, just as Jevons did. The same feelin 
far less intense, is to be found in some of the criticisms of Dr. Marshall.” (Th 
Works of Walter Bagehot,” Economic Journal, September, 1915, XXV, 375 
In the point at issue, however, it seems to me that Mill was mers ly formulati: 
lucidly the tacit views of his predecessors. 

*So far as I know, the first writer to raise the issue in anv form wa 
Professor F. von Wieser. In the preface of his Natural Value (1888, Englis! 


translation, 1893, pp. xxvii-xxix) he pointed out the confusion between the 
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ed more to our knowledge of price fluctuations. But he be 
ved heartily in the subdivision of economic studies.‘* Among 


ndame nt 


ils of economic theory—that is, in “the mechanics of 
ty’—he saw no place for money. It belonged among “the 
uplications of the subject,” into which his great treatis« 
enter.? 
| the “motives of business” which Bagehot found dominating 
il economics then, Jevons substituted the striving for pleas 
Granted the validity of hedonism, his way of conceiving eco 
behavior Was a great advance. Economic theory became 
profound in that it dealt directly with ultimate motives, or 
th physical objects and actions that evoked them. Human 
tself became simple enough to let the economist use the 
powerful methods of analysis provided by mathematics. The hy 
pothesis “that Pleasure is the concomitant of Energy,” and the 
“conception of Man as a pleasure Machine” promised to elevate 


| mechanics to a throne beside celestial mechanics.!® Further, 


economist’s explanation of why things happen, his statements 
what does happen, and his criterion of what ought to happen, 
vere all established upon a single harmonious basis. Economics led 

rectly to ethics; no radical shifting of the viewpoint was r 

red. To this admirable simplicity the conception added ad 
ble practicality. On the hedonistic basis, “the materials with 
vhich exact social science is concerned are no metaphysical shad 
ows, but the very substance of modern civilization, destined, doubt 
ere long to become embodied in practical politics and 
It is curious that this splendid vision, set forth with such pre 
cision and such eloquence by Professor Edgeworth, induced few of 
the economists who followed Jevons’ line of attack to accept his 
explicit hedonism. Most of them worked with the concept of 
irginal utility—a notion less adapted to mathematical analysis 
in final degree of utility, but better adapted to popular exposi 
tion.’” That is, they built, usually at the first remove, upon 

‘Preface to the 2nd ed. of the Theory of Political Economy; pp. xvi-xviii 
e 4th ed. 

See the last paragraph of the program sketched by Jevons in 1862, pub 
hed in 1866, and republished in the 4th ed. of his Theory, p. 314. 
*Professor F. Y. Edgeworth, Mathematical Psychics, 1881, pp. 9-15 

Ibid., p. 56. 


* Thid., 07 


*Compare Professor A. A. Young, “Jevons’ ‘Theory pf Political Economy,’ ” 


imerican Economic Review, Sept., 1912, IT, 583 
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pleasures, and inserted a note contesting “the belief that econo- 
awe are adherents of the philosophical system of Hedonism or of 
I'tilitarianism.’’*" Such efforts to free economics from its en 
tangling alliance were spurred on by critics—above all Professor 
Veblen—who urged that the substance of hedonism remains in 

arginal theory even after its semblance is dropped.** Though 
scant public notice was taken of these criticisms,”” they contrib 
uted toward the feeling of uneasiness about the psychological basis 
of economics that is so marked at present. If hedonism is dropped 
what shall take its place? Or can economics dispense with psy- 
hology altogether? 


Ill 


Since the ostensible dropping of hedonism began, three fairly 

stinct types of orthodox economic theory have been developed 
by the psychological school, the pure theorists, and the neo 
classicists. 

The name “American Psychological School” was invented, I be 
lieve, by Professor Fetter. His Princinples of Economics (1904) 
is the best example of this type of theory for present purposes, 
because it surveys “the whole range of economic inquiry” in brief 
compass ;*° and because it has such aesthetic simplicity. This 
simplicity is attained by resolving all branches of economic theory 


into problems of value. The value of material things,—present 


ids and durable goods—the value of human services, and the 


social aspects of value include the whole field. Further, all these 


* As examples of such modifications in his phraseology, compare the following 
parallel passages in the first and sixth eds. (1890 and 1910) pp. 83, 84 note with 
p. 17 note; pp. 187, 188 with p. 141; pp. 153, 154 with pp. 119, 120; p. 175 with 
p. 124; p. 156 with pp. 117, 118; similarly in the second (1891) and sixth eds., 
compare p. 150 with p. 98, and p. 158 with p. 95. 

“Thorstein Veblen, “Why is Economics not an Evolutionary Science?” 
Quarterly Journal of Economics, July, 1898; “The Preconceptions of Economic 
Science,” ibid., January and July, 1899, and February, 1900; “Professor Clark’s 
Economics,” ibid., February, 1908; “Fisher’s ‘Capital and Income,’” Political 
Science Quarterly, March, 1908; “Fisher’s ‘The Rate of Interest,’” ibid., June, 

9; “The Limitations of Marginal Utility,” Journal of Political Economy, 
November, 1909, XVII, 620-36. 


way of exception, see Professor Irving Fisher’s reply to Professor 


Veblen, “Capital and Interest,’ Political Science Quarterly, September, 1909; 
ind Béhm-Bawerk’s note on the subject, Positive Theorie des Kapitals, 3d ed., 
2d half volume, pp. 310-21. 
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the habit of mind developed by business traffic, and imputed it to 


unkind at large in their dealings with goods in general. It has 
sed the refined concepts of wealth, service, property, ¢ ipital and 
yne—concepts which are slowly elaborated products of the 
ey economy—to frame an account of how men might behav: 
they were faultless products of the counting-house. “In short, 
system’s sake,” the psychological school has recast “the whol 
terial equipment of human living... in molds fashioned 


ifter the notions of catallactics,” as Professor Young puts it. 


And in so doing the school has rendered a notable service. Fo; 


use of money and the pecuniary way of thinking it begets is a 


st important factor in the modern situation. ‘To isolate this 


factor, to show what economic life would be if it dominats d hum in 


iture, is to clarify our understanding of economic processes. It 
s regrettable only that these writers have not emphasized the 


onographic character of their work. 

Of these two interpretations the second accords better with th 
‘end of development within the school. Even in 1904 Professo 
Fetter put three excellent chapters on the evolution of the money 

nom} into his textbook. He pointed out “that the problem of 

value was first clearly recognized in connection with money 
1 a formally expressed capital sum.” He admitted that the 


practical men who are “fixing the ‘capital value’ of goods ar 


sually only dimly conscious of the logical nature of the process.” 


Indeed, he seemed on the verge of saying that the pecuniary log 
which he was expounding was something that men have learned 
from business experience and carry back from that objectiv: 
ilm a little way into their psychic life. Professor Fisher in 
1909 granted to Professor Commons that his Capital and Incom: 
lealt only with one side of economic life,*” and then in his text 
hook in 1912 he gave a more uncompromising pecuniary version 
of economic behavior than Professor Fetter had done. Finally. 
n 1918, Profesor Davenport carried this line of work through to 
ts logical outcome by defining economics as “the science that treats 
phenomena from the standpoint of price,” by accepting completely 
the “private and acquisitive point of view” in his search for expla 


*Allyn A. Young, “Some Limitations of the Value Concept,” Quarte 

urnal of Economics, May, 1911; XXV, 424. 

“The chapters are numbered 13, 14, 15. The quotations are from pp. 142, 
and 126. 

*™“A Reply to Critics,” Quarterly Journal of Economics, May, 1909 
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The “psychological” type of theory, then, has brought money 
hack into the very center of economics. From the use of money 
s derived not only the whole set of pecuniary concepts which the 
theorist and his subjects employ, but also the whole counting 
ouse attitude toward economic activities. In its use are found 
the molds of economic rationality, and the clues to economic 
explanations. 

IV 

While the psychological school has been developing its pecuniary 
ogic, certain pure theorists have sought another way of emanci 
pating themselves from hedonism. The leader of this diversion is 
Professor Vilfredo Pareto. 

\s his disciple, M. Zawadzki says, Pareto employed the hedonis 
tic hypothesis in his earlier work. But since 1900 he has developed 

new theory, which he calls the theory of choice, a theory which 

iy replace the hedonistic hypothesis with advantage.”** Adopt 
ig a device invented by Professor Edgeworth in 1881,** he deduces 
everything necessary for his theory of equilibrium from “curves of 
ndifference.”” Pareto’s innovation consists in this: while Edge 
worth derived indifference curves from the concept of utility, 
Pareto treats them as factual data.** Thanks to this procedure, 
“The theory of economic science . . . acquires the rigor of ra- 
tional mechanics: it deduces its results from experience, without 
requiring the intervention of any metaphysical entity.”*® 

This apparatus of indifference curves or surfaces in hyper-space 
presents difficulties to “the literary economists,” whom Pareto 
scorns. But fundamentally the same procedure has been brought 


| viewpoint. Both treat social value, and treat it apart from the main body of 
heir theories; one calls this addendum economic theory, the other doesn’t. 

It may be added that Professor Fetter’s new book brings the psychological 
type of economics distinctly nearer to recent pure theory in the discussion of 
value, and nearer to neo-classical theory in certain other respects, e.¢., the 
relation of cost to value and prices. 

Zawadzki, Les Mathématiques appliquées a Economie Politique, 1914, 

142, 145, 

“ Mathematical Psychic #, pp. 22, 29. 

“ Manuel d'Economie Politique, 1909, p. 169 note. 

“Tbid., p. 160. Pareto does not, however, wholly discard the concept of 
utility, or ophelimity. Concerning the role which it continues to play in his 
new theory, see Zawadzki, op. cit., pp. 151-56. Compare the comments by 
Professor Edgworth, “Recent Contributions to Mathematical Economics,” Eco 
nomic Journal, March, 1915, XXV, 57-62. 
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problem, a counting-house view of economic life. The problem 
ncerns the complex mutual adjustments among a host of possible 
prices on the one hand and the possible quantities of different goods 

at might be bought and sold at these prices on the othe r hand. 
Just as business men think in the same terms of investments in 
commerce and in industry, so the pure theorists carry their argu 

nt forward from exchange to production, treating their subjects 
is exchanging goods and efforts with nature for new products on 
the same principles that rule their exchanges among themselves. 
Perhaps the chief difference between the viewpoints of business 
ind pure theory is that the business man is less indifferent toward 
the grounds of choice than the theorist. He wants to know why 
people value goods in order that he may spend his advertising 

oney wisely. To drop the theory of valuation from economics 

erefore reduces its significance for him. But in drawing 
narrow limits round their work the pure theorists know exactly 
what they are doing, and seldom fail to give their readers adequate 
varning of the modest pretensions of their results. These ar 
erits which cannot be claimed so confidently for the psychological 
school at large. 

Neo-classical economics, as represented by Dr. Marshall’s Prin 
ciples, puts money conspicuously into the foreground from the 
start. Indeed, Dr. Marshall declares that money “is the center 
around which economic science clusters.”** But he hastens to 
udd:—* . . . this is so, not because money ... is . . . the main 
um of human effort . ..; but because .. . it is the one con- 
venient means of measuring human motive on a large scale.’”’° 

Why is the measurement of motive so important as to make 
money “the center around which economic science clusters?” The 
full answer to that naive question runs as follows: Economics is 
. science of human behavior.®! Behavior is determined by motives. 
Motives differ widely in kind, and are continually conflicting with 
one another. Yet the economist may not exclude “the influence of 
iny motive the action of which is regular.””’* What he does is to 
irrange motives in “two opposing sets of forces, those which impel 
“P. 22. This and the following references are to the 6th ed., 1910 

“Loc. cit., compare p. 782. 

“Compare pp. 1, 14, 33, 49. 

@P. XIII, compare p. 24. For the great variety of motives which Marshall 
takes into account, see pp. 23-25; 86-89; 120-21; 141, ete. 
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ling are equal in the market; as measures of satisfaction they 
re not equal to the economist. 
Thus Dr. Marshall makes money an instrument of economi 
eS arch. What Mill spoke of as obscuring the true characte r ol 
onomic processes, What Professor Fisher calls “the chief stum 
g-block in economic theory,’”* becomes in his hands the “econo 
st’s balance,” which “has made economics more exact than any 
er branch of social science." He even questions whether ther 
| be a science of economics in a community that did not us 
ney. unless there existed some substitute which would “serve to 
easure the strength of motives just as conveniently and exact 
as money does with us,.”°* 

Not only does Marshall use money for his own theoretical pu 
poses; he also represents men as using money for their practical 
purposes,—buying and selling at money prices, making and spend 
ng money incomes. Instead of brushing these pecuniary ph« 
nomena aside as superficial, he treats them as serious problems to 

solved in their own right, and as making a real difference in 

onomie behavior that is not to be explained away. This it is that 
gives his treatise its realistic atmosphere.®’ But it is not merely 


o gain a realistic effect that Marshall pictures men as using 


ney; he has a deeper reason. As no other theorist, he sees 


ow the use of money clarifies obscure relations and simplifi 


economic thinking, both for the man in the street and for th 
economist in the study. For example, he shows how the use of 


oney facilitates the task of distributing a persons’s resources in 
such fashion that the marginal utilities of a given outlay may b 
ipproximately equal in all branches of expenditure.*' He demon 


*“Capital and Interest,” Political Science Quarterly, September, 1909, 
XXIV, 513 

“ Principles, p. 14. 

Professor Allyn A. Young remarks that Marshall’s “theory is cast more 
msistently in terms of price than that of any other writer since Cournot.” 
“Some Limitations of the Value Concept,” Quarterly Journal of Economics 
May, 1911, XXV, 412 note.) But he also reminds us that Marshall takes t! 
rice of anything “as representative of its exchange value relatively to thir 
in general, or in other words as representative of its general purchasing 
power” (Principles p. 62). That distinction means in practice that Marshall 
follows the business man in neglecting changes in the purchasing power of 
money, except when he is dealing with long periods. And on these latter 
occasions he allows for changes in the price level much in the business man’s 
fashion. For example, see pp. 109, 182, 237, 238, 355, note, 362, 593-95, 709 
“Pp. 118 
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5 sut on his researches in 1838. What we call price, What Cour 
calls the “abstract idea of wealth or of value 


in exchange,” he 
explains in his first chapter, is “suited for the 


foundation of a 
scientific theory . because it is “a definite idea, and consequently 
ptib 


le of rigorous treatment in combinations.” This abstract 
. of wealth “could not have been grasped by men of ‘Teutonic 


wk, either at the epoch of the Conquest, or even at much late: 


periods, when the feudal law existed in full vigor.” “*. Such an 
idea of wealth as we draw from our advanced state of civilization, 
ind such as is necessary to give rise to a theory, can only | 


owly 


developed as a consequence of the progress of commercial 
” A remarkable anticipation of the outcome of two 
generations of hard thinking! 


+) 
eClLatlons, 


And Cournot applies his insight 
s a first problem he chooses not barter, but foreign exchange 
he kind of transaction in which nothing but pecuniary factors are 
nvolved.® 

In singling out the influence of an institutional factor as the 
basis of rationality, current economics is also in line with current 
psychology. Psychologists hold that man starts with an immense 


numoer 


of inborn reflexes, instincts, and capacities, inherited gen 
ition after generation with numberless 


! differences as between 
individuals, 


but with slight changes as regards the species. The 
behavior these propensities produce is at first quite unreasoning. 
But among the inborn capacities is the capacity to learn; that is, 
he capacity to form innumerable 


combinations among the in 
iumerable original propensities. 


Practically every activity of 
nature life is the expression not of any single instinct, but of some 
combination into which several or many propensities have entered. 
It is these changing combinations among substantially unchanging 
elements that differentiate the behavior of the civilized man from 
that of the savage. And these combinations are formed afresh in 
every child, primarily in his intercourse with other human beings. 
Thus intelligence is a social product developed in the individual 
through the exercise of his inherited propensitic s, and its special 


character depends upon the society into which the individual is 


born. The great social institutions, such as speech, writing, the 


* A. Cournot, Researches into the Mathematical Principles of the Theory 


of Wealth. 1838. Translated by N. T. Bacon, 1897. Chapters i and ii Pro 
fessor Henry T. Moore has pointed out to me two later passages . 
writings in which he seems to 
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his valuations. Because it thus rationalizes economic life itself, the 
use of money lays the foundation for a rational theory of that 


+ 


life. Money may not be the root of all evil, but it is the root 


of economic science. 


That economists are coming to accept this view is no more due 
to their study of psychology than it is due to their study of Cour 
not."” It is the result of learning by trial and error. ‘They have 
tried treating money as a superficial phenomenon: they have tried 
using hedonism as the basis of economic rationality. But in work- 
ng out, in treatise after treatise, a reasoned account of how men 
behave, they have come, without foreseeing what they were doing, 
o the basis on which Cournot built in 1838. ‘That a serious and 

mg-sustained effort to explain their phase of human behavior has 
brought economists unwittingly to much the same viewpoint as 
psychologists have attained by other routes may well raise their 


onfidence. 


f course, an economic theory might be worked out conce rning the way in 
which a species of animals or a tribe of lower hunters get their livings. But 
such a theory would be a descriptive analysis of behavior written by an out- 
sider. Our economic theory is less an account of what men actually do than a 
tatement of what it is rational for them to do, as seen by a shrewd fellow 
citizen. Ricardo expressed this difference clearly in the remarkable letter to 
Malthus written Oct. 22, 1811, concerning 


international shipments of money 


issume, ¢ tvs, “that nations ... are so live to their advantage and 
profit... that in point of fact money never does move but when it is advan 
tageous ... that it should do so. The first point to be considered is, what is 


the interest of countries in the case supposed? The second, what is their 
practice? Now it is obvious that I need not be greatly solicitous about this 
latter point; it is sufficient for my purpose if I can demonstrate that the 
interest of the public is as I have stated it. It would be no answer to me to 
say that men were ignorant of the best and cheapest mode of conducting their 
business . . . because that is a question of fact not of science and might be 
urged against almost every proposition in Political Economy.” (Letters of 
Ricardo to Malthus, ed. by J. Bonar, p. 18.) So long as economists follow 

practice of explaining what is rational conduct under the conditions as 
imed, and depend upon an assumption that men are rational to make the 
theory a tolerably accurate account of the “facts,” it is particularly desirable 
for them to keep their rational explanations on the same basis as men’s rational 
economic choices. 

” Dr. Marshall does indeed acknowledge his indebtedness to Cournot, but with 
reference to certain mathematical features of his work, not with reference to 
the use he makes of money. See preface to the first edition of the Principles; 
6th ed., p. XV. 
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Economic life may be regarded also as a process of making 
(forts and gaining satisfactions ; or better, the activities of getting 
nd using goods, of making and spending money, have a subjective 


spect upon which attention may be focused. In this dim inner 


um of consciousness it is difficult to make out the technique; 
e are no technical experts, no labor forces, no material ap- 
iances, and no capital in any sense, except by virtue of fanciful 
logic 5. 
Economic life may be regarded finally as the process by which 
ynmunity seeks its material welfare. On this view every person 
. contributor to, a burden upon, or a detractor from the common 
Such technical experts as there are must be sought among 
people in public or private life who seek to promote social 


are by constructive thinking, by agitation, by philanthropic 


fort, or by doing their daily work with an eye to its serviceabil 
y to the community rather than its profit to themselves. Such 
counting as is possible runs in terms of heightening or lowering 

community’s vitality. 


The concept of capital merges into the 
oader conce pt of resources 


soil and climate, mines and forests, 
istrial 


equipment, public health, intelligence and general edu 
on, the sciences that confer control over nature, the sciences 


it aid in developing body and mind, and the sciences that bear 


pon social organization. 


Now our interest in economics centers in its bearing upon social 
lfare in the present and the proximate future. As Professor 

1 and Mr. Hobson have shown,'‘* it is feasible even now to set 
a tentative criterion of economic welfare, and make investiga- 


ions into the relations between various features of economic activ 


exercise the functions of preachers and statesmen rather than the functions of 


is now conducted and welfare as thus conceived. Such work 
ivy have as keen theoretical interest, as genuine scientific stand- 
rk that professes to maintain a serene indifference to the 
of humankind.** But its successful prosecution on a scientific 
\. C. Pigou, Wealth and Welfare, 1912; J. A. Hobson, Work and Wealth: a 
Valuation, 1914 

The “socio-ethical” element in the work of many German economist on 
mtrary, does not seem to me to be economic theory, or to have a scien 
character—however excellent it may be in other respects For these 
ire concerned to inculcate their own ideals of social welfare, and to 

by what specific changes they may be approximated more closely. 


stigators. It is interesting to notice that the scientific sterility of this 


of work has recently been the subject of numerous complaints in Germany 
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counting-house and of the factory.”° By going in for a 
ealistic treatment of business life, we may hope to arouse a keener 
nterest and a wider coéperation in economic theory. For we shall 

inalyzing the actual processes with which men of affairs ar 

ncerned; we shall be treating problems that have meaning 
. legislators, administrators, and judges; we shall be stating our 


hypotheses in ways that facilitate their practical testing; and 
shall be reaching conclusions that have a clearer bearing upon 


hopes and fears for the future. 


The current tendency to make money “the center around which 


science clusters,” then, is a tendency to be fostered. For 

it course promises (1) to clarify economic theory by giving it 

better framework, (2) to render economic theory more useful by 

ting attenticn to those actual processes with which all ser 

s proposals for governmental regulation and social reorganiza- 

n must deal, (3) to make economics more realistic and therefore 

interesting intellectually as well as practically, and, finally, 

ake economic theory more profound by orienting the econo 
for a fruitful study of his aspect of human behavior. 

*See the paper prepared by Thorstein Veblen for the annual meeting of this 


ition in 1900: “Industrial and Pecuniary Employments.” 
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how, perhaps through further induction, be modified or reconstructed. 
If he does ne ither of these things, his process of verification has been 
defective—has not consulted facts enough—lacks due verification 


Continually emerging discrepancy is the very nature of thinking, as the 


pragmatists tell us. 


Thus, I go along, in the main, with Professor Hollander’s views upon 
right method. But I am compelled to disagree with him in his choice 
of the writers and the doctrines that illustrate right method. He is 
sure that the later theorists have erred somewhere. and is sure of 
this precisely because he does not concur in the conclusions which 
they have reached. His test of method is one with yours and mine, 
are the results correct? If you have arrived at right results—as you 
have—their criticism cannot touch you. Nor do I regard myself as 
falling under the strictures, since whatever I hold as correct, I have to 
believe, for the time being. Nor, by this test, can Professor Hollander 
suspect his own methods. So, I say, let the whip sing about the legs 
f the other fellows,—-who are wrong. While they dance you and | 
may be comfortable. Let the galled jade wince; my withers—yours, 
also—are unwrung. So, if Professor Hollander is satisfied to believe 
that the law of increasing returns, rightly induced, deduced, and veri 
fied, is merely the obverse of the law of diminishing returns, or that 
he may hold that any or all of the five different sorts of land differen 
tials can have no part in price determination, or that there are the 
indicia of right scientific method in Cairnes’s doctrine of non-compcting 
groups—where, if the members are in one vocation, they compete but 
get wages disproportional to pains, and if in different vocations, may 
get proportional wages but cannot compete—he is justified in his ap 
praisal of the methods by his appraisal of the conclusions. I, in turn, 
regarding the conclusions as mostly wrong, find in precisely thes« 
cases admirable examples of just the sort of methods to avoid. 

In this sense, then, I am glad to find myself in full accord with 
Professor Hollander’s fundamentals, and in disagreement only in the 
minor matter of applications. And on this basis, also, as I take it, may 
Professor Mitchell easily find his place in the discussion. But he 
ind I are also in substantial agreement on the question of where tle 
right conclusions are to be found, and upon the further directions in 
which still more will be discovered. But I do not altogether like it 
of him that he declares me to belong to the psychological school, de 
spite the unimportant fact mentioned by him that I declare that I do 
not so belong. No matter, however; for I don’t precisely know what it 


means to be a member of this school. I feel much as did Billy Baxter, 
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cally,” done, it is not, for that reason, necessarily valuable. Above al! 
it can furnish no evidence that it represented the task most worth 
doing; that the resources spent upon it might not have yielded more 
valuable results if employed otherwise. Its value must come from 
some external source; its justification must be found in the uses 
to which it can be put. 

It is just such an evaluation of results and of possible tasks which 
extbooks in economics (which are descriptions of coherent systems 
rather than mere pedagogical manuals) have furnished. ‘To take a 
concrete example, just now the subject of trade unionism is badly in 
need of a general, even if tentative, statement of results. The clear 
vision and the sense of relative values which such a text would impart 
should suggest to the workers in the field the tasks which are reall 
most worth doing. It should prevent the production of such a large 
:mount of mediocre work, and the waste of valuable labor in many futile 
inquiries. I cannot forbear in this connection repeating, with, I trust, 

pardonable change of emphasis, the quotation from Huxley with 
which Professor Hollander, quite happily but somewhat inadvertently, 
losed his paper: ‘‘Whenever science has halted, or strayed from the 
right path, it has been, either because its votaries have been content 
vith unverified or unverifiable speculation, or it has been because the 
ccumulation of details of observation has for a time excluded 
speculation.””! 

With the methodological thesis implicit in Professor Mitchell's paper 
| am in agreement. The task of economic theory in balancing observa 
tion, generalization, and speculation is an extremely difficult one. 
Observation is necessary to relevancy; generalization to consistency. 
The subject has ever been, and in its nature must ever remain, the 
center of a perpetual struggle between relevancy and consistency. 
The economic system is rapidly changing, as is the intellectual system, 
in terms of which the explanation is to be made. Yet consistency can 
come only from temporarily arrested observation; the careful and tor 
tuous work necessary to it requires decades of “hard thinking.” 

The chief criticism of the prevalent neo-classical economics is that it 
enjoys the latter at the expense of the former. Yet recently the note 
of relevancy has been quite dominant. The development of theory is 
just now being characterized by several more or less independent ten 
dencies. As yet they present no semblance of articulation into a co 
herent system. These tendencies are semi-critical, semi-constructive 


Among the former perhaps the most important is the re-examination 
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back a good many years, and I am sure that he feels, as I do, that 


great progress has been made since the American Economic Association 


was founded. Theory has been improved in a good many respects. 


However, this is a large subject, and I hope that on some future 
occasion I shall also have an opportunity to read a paper on economic 


theory and then I can have my say too. 


InvinG Fisner: Both of the papers seem to me excellent. I would 
like to say a few words about Professor Hollander’s. His is the best 
paper on methodology which I have heard before this Association or 
elsewhere. I admit, however, that this is not necessarily as high praise 
as it sounds! 

[ was somewhat disappointed at the reaction of those who commented 
on Professor Hollander’s paper. I sincerely hope that the young men 
who are beginning to work in economic theory will take to heart what 
Professor Hollander has said. I have long believed that economists 
would profit greatly by taking some older and more developed science 
as a model for method; it does not much matter whether it be physics, 
biology, or some other science. One of the speakers has said that eco 
nomics is not physics. No, but its method is the method of physics, and 
I believe a study of physics to be one of the best preparations for a 
young man intending to enter economic theory. ‘The trouble with 
economic theory is that economists have entered the field, either from 
the a priori side of philosophy and metaphysics where the proper im- 
portance of cold facts has not been recognized, or on the other hand, 
from the side of history where only facts and not principles have been 
studied. The result is that we have suffered from both of the evils 
igainst which Professor Huxley warns all scientists. My chief criti- 
cism of Professor Hollander’s paper is that he considered only one of 
the two pitfalls mentioned by Huxley. He complained of half-baked 
theories. He should also complain of half-digested facts. Our theo- 
retical economists are not sufficiently practical, while our practical 
economists are not sufficiently theoretical. I might also raise the ques- 
tion whether Professor Hollander has not been unduly severe with some 
of the individuals whom he has selected to criticise. Some of them, 
it least, were doubtless unable to supply the needed verification. He 
has given us a counsel of perfection. Often in economics as in any 
other science we have to throw out suggestions or hypotheses in advance 
of any possibility of verifying them. We can scarcely be criticised 
if we realize that verification is needed and so specify. Severe criticism 
is merited only by those, and there are many, who fail to recognize that 
verification is even desirable. 
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Static theory thus rests 


suse money and credit have made them so. 
n the foundation of money and credit. It is somewhat ungracious for 


static theory to despise that foundation, and very indiscreet for static 


theory to try to knock the foundation down. 

It is, moreover, quite grotesque for static theory to offer itself as a 
support for its own foundation. A static or “normal” theory of mon 
and credit, resting on the notion of accomplished equilibrium, aft 
transitional changes have been effected, misses the main point as to 
the function of money and credit. Static theory which assumes fric 
ionless fluidity, misses the whole point concerning money and credit 


A functional theory of money and credit must be a dynamic theory 
basing itself on an analysis of friction, of transitions, and the like. 


And this is one reason, among many, why I find the quantity theory o 


money indefensible. 
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First, then, as to demand schedules and their bearing on the 
problem in hand. ‘This endeavor to prevent retailers from pushing 
their sales is anomalous. It seems to run counter to general propo- 
sitions which are universally accepted in economic theorizing. If 
there is one thing which is laid down in all the books, it is that a 
decline in price leads to an increase in the quantity demanded and 
sold. ‘he demand schedule, we are taught, always shows an in 
crease of demand with a lowering of price. Yet the endeavor to 
keep up retail prices would seem to be based on a contrary,suppo- 
sition. Let me explain. In all this price-fixing system, th€ price 
received by the manufacturer himself is in no way restricted or 
even directly affected. His own price to the trade rem@ans no less 
and no more. It is only the resale price that is sought be con- 
trolled. Now, the manufacturer’s immediate interest, and indeed 
his only interest, would seem to be in his own receipts. So long 
as he settles the price which comes to him, why should he concern 
himself with the terms of further sale by jobber or retailer? Nay, 
his interest would seem to be that these middlemen, and especially 
the retailers, should sell as cheaply as possible, and advertise as 
much as possible their cheap sales. ‘The decline in retail price 
leads to increase in the quantity sold,—this is our familiar theo- 
rem. So far as the manufacturer himself is concerned, there is no 
decline in price; he sells to the trade at his own price,—a price 
more or less established, and independent of retail dickering. If 
the shopkeepers push the sales of his wares, stimulate demand by 


‘ 


itting down the 


g ‘spread” between his price and the price 
to consumers, why shc ld not he, as well as the consumers, accept 
the situation with satisfaction? Ordinarily, it need not be said, 
this is the manufacturer’s attitude. He sells to the trade at what- 
ever prices he can get, and does not trouble himself about the 
further proceedings of jobbers and retailers. 

It will be replied at once that the manufacturers whose case is 
here under consideration are not engaged in the ordinary ways of 
production and sale. They turn out articles not of the usual sort, 
but “identified” articles; things which are earmarked by brand, 
trade-mark, patent, distinctive name; almost always things which 
have been widely advertised. The articles are of the most various 
kinds,—watches and safety-razors, garters and shoes and under 
wear, whiskies and “proprietary” drugs, books and typewriters,— 
but all “identified.” The number and the proportion of articles 
thus earmarked seem to be increasing; apparently the drift is to- 
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than the announced price, if they are used as “leaders” to seduce 
he bargain hunters,—their prestige is endangered. They may 


ease to be esteemed as quality goods. It is not an uncommon ex 


perience, | have been told (and some curious examples have been 
' ought to my attention), that a manufacturer who has tried in 
tin to force sales of a product by lowering its price has found 
hat by advertising lavishly under a fetching label he can sell 
nore of that same product at a higher price. The converse is 
red in case of a cut price for an “established” article. Though 
some additional purchasers may be tempted at the outset, prestige 
s impaired. The nimbus may be dissipated; particular people 
iay no longer be attracted. ‘Therefore the retail dealer is to be 
restrained from cutting the price. In the long run, the lower 
price, so far from enlisting purchasers, is as likely to repel them. 

So much for the explanation on psychological grounds. I have 
no doubt it goes a good way toward clarifying the apparent anom 
ilies in the manufacturer’s attitude. But obviously it is of vary- 
ing significance for different sorts of goods; and it is applicable in 
iny case only to those for which prestige value is significant, 
some articles of dress and food, for example. A great range of 
dentified goods would seem to be beyond its scope. Such, to give 
. clear instance, are books; yet publishers are as solicitous as any 
price maintainers that their list rates should be maintained. On 
the whole, this factor seems to be less important than the other to 
vhich I have referred,—that arising in the conditions of market 
ng. ‘To this second element in the case I will now turn. 


The established mechanism for getting goods from the large- 


producer to the scattered individual purchasers is through 


the jobbers and the retailers. Now most of these do not relish 
cutting. ‘They like to carry on business in the accustomed way, 
to sell at a “reasonable” profit, to maintain the traditional spread 
between manufacturer’s price and wholesale price and then that 
tween wholesale and retail price. They believe sincerely that 


the traditional rates of profit,—that is, the margins between buy 


ug prices and selling prices,—are not excessive, and that in the 
long run merchandising can not be conducted on lower terms. 
Variations from the established system they believe to be neces 


sarily temporary and irregular,—disturbances from which a re- 


; action is bound to set in, or mere devices to confuse and deceive the 
customers. ‘The system of price prescription for identified goods 
conforms to these traditions. The retail price becomes the starting 
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great concern of this knot of manufacturers about a matter which 
seems at first to be none of their concern,—the price at which 
somebody else sells a product for which they have already received 
. price satisfactory to themselves. The next question is whether 
there are reasons for justifying or condemning the practice. Hav 

ing explained the phenomenon—the first business of the economist, 
ind doubtless his main business—we may consider whether it con- 
luces to the public well-being. Is it to be encouraged by legisla 

tion. or to be checked? 

On those aspects of the case which are connected with advertis- 
ng and prestige,—the psychological aspects, as I have styled 

the chief consideration which is urged in defense of the set 
price system is that it enables or promotes the maintenance of the 
quality of the goods. It is said that the maker of the identified 
irticle, being assured of the price at which it will be sold at retail 
ind therefore at wholesale, can maintain its quality; that there is 
. constant and insinuating pressure to lower the quality of goods, 
to pare down and adulterate; that the consumer is easily deceived 
into taking competing articles of “no real merit”; and that the 
system of fixed prices for identified goods serves as protection to 
the consumer, a guarantee of good quality. 

No observer of the existing system will deny that the matter of 
maintaining quality is a serious one. There is a constant tendency 
to nibble. Shoddy goods and adulterated goods are a great bane 
of modern industry. The jobber and the retailer press the manu- 
facturer to lower his price, and play off one manufacturer against 
nother. There are dealers who persistently suggest a shading of 
quality here and there, a bit of poorer material, a cheap ingre- 
dient, and all with the same fair externals,—no one would notice the 
difference. It is not unnatural that the manufacturer who is con- 
scientious and also far-sighted should set his face against moves 
of this kind, and should approve a system which promises to as- 
sure him his price and enable him to stick to his standards. 

Nevertheless I question whether the system of price mainte- 
nance serves in any considerable degree to keep up the quality of 
goods; and I question still more whether it is the best way of 
keeping it up. 

So far as I can judge from observation and inquiry (my own 
inquiry can not pretend to be more than cursory), these identified 
and price-fixed articles are sometimes excellent, sometimes good, 
sometimes ordinary. The verdict of unbiased and well-informed 
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ently: either the public itself, i.e., the government, should intervene 
as guardian, or the purchaser should be left to take care of himself. 

The argument concerning the ways of maintaining good quality 
seems to me applicable, not to price fixing, but to another practice 
usually allied with it and often confused with it,—namely, the 
protection of brands and trade-marks. The solid ground for legal 
support to trade-marks is that an inducement is thereby given to 
make satisfactory articles and to continue making them. Turn 
out that which satisfies the customer, mark it for easy identifica- 
tion, and he will ask for it again; a process which is defeated, as 
regards the inducement to maintain quality, if some one else is 
allowed to use the trade-mark. And it is this general situation 
that it pays to make a trade-mark article good and to keep it 
good—which is the factor making for the quality of identified 
articles. The maintenance of retail prices seems not at all es- 
sential. There are any number of articles which have been sold 
under a trade-mark year after year, generation after generation, 
without any dictation of retail prices and also without any deteri- 
oration in quality. I take it that the trade-mark articles for which 
no set-price arrangement has been attempted far exceed in num 
ber and in commercial importance those to which it has been ap- 
plied. It is a minority even among the identified goods which come 
within the purview of the system. Yet the long-run profitableness 
of keeping up the brand suffices for the maintenance of quality. 

On one phase of the trade-mark situation and its relation to 
quality there may be room for improvement. The practice seems 
to have been extended of late years. Any one can register a trade- 
mark and try to “develop” it. Many a jobber bethinks himself 
of having his special brand; sometimes even the ambitious retailer. 
There may be herein a dispersion and loss of responsibility, and so 
of the inducement for maintenance of quality. The merchant’s 
business is by its very nature one from which it is comparatively 
easy to withdraw. The manufacturer, on the other hand, is com- 
mitted to large investment in plant. On general principles the 
trade-mark system might be expected to work out its best results 
if its use were limited to those who really made the goods and felt 
the sobering influence of heavy permanent investment. The manu- 
facturer who puts on his goods any and every kind of trade-mark 
which a jobber may ask, will scamp the goods as much as that 
jobber directs; while the latter, easily able to withdraw from ar- 
rangements that he finds unprofitable, feels no such responsibility 
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have to content ourselves with the conclusion (or assumption?) 
that the ordinary purchaser is not endlessly gullible, that the pred- 
atory dealer is likely to overreach himself in the end, that honest 
business pays on the whole; and, on the other hand, must face the 
certainty that so long as we maintain an industrial order resting 
liberty in getting and spending, some remnant of shady deal- 
ings will inevitably persist. But all such speculation suggests 
nee more that the remedy for the evils should be taken up by 
public authority, not put into the hands of the manufacturers and 
etailers through a system of price prescription. They are after 
ll interested parties, and a system of prescription by interested 
parties is objectionable. 
I have suggested that the regulation of “unfair” competition 
ld be by public authority. It may be further suggested that 
re is again a topic on which investigation by public authority 
might clear the situation. Js it usually true that the price cutter 
ikes up for the low prices which he parades on the well-known 
identified articles by higher prices on others? Or does he get the 
same prices (the usual retail prices) on the other goods, and thus 
give the purchaser a net gain? Is his advertising of cut prices 
deliberately deceitful? Now on a matter of this sort we are usu- 
lly told—and I think with truth as well as with sincerity—that 


on the whole dishonest business and mendacious advertising do 
not pay. Advertising in general is said to be a means of giving, 
information to the purchaser, not of defrauding him. This is 
doubtless the case with most advertising of identified goods. It 
is probably no less true that the advertising by the price cutter 
conforms to the rule that it is honest business that pays in th 
long run. On such general grounds it may be maintained that he 
does not ordinarily outwit or defraud the purchaser; he attracts 
custom, enlarges his scale of operations, and brings down his over- 
head charges. But this is a question on which we are much in 
need of further data. Detailed specific study of retail methods, 
of costs and prices in different kinds of establishments, would 
throw light on it. To repeat, our new government agencies—the 
Federal Trade Commission or the Department of Commerce— 
might advantageously take it up for systematic inquiry. 

It will not be seriously contended, however, that the general at- 
titude of business men is based primarily on their concern for 
honest retail trading and for the consumer’s protection. That 
concern no doubt is genuine: but it would be an obvious exagger- 
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sumer is extremely costly. The spread between the price received 
by the prime producer and that paid by the consumer is astonish- 
ingly large. Various experiments are on trial for lessening it. Co- 
operative shopkeeping, heralded in earlier days as a saving means 
of social salvation, then pooh-poohed for a period as inconsequen- 
tial, is coming again to be considered with respect as one among 
possible devices for “lowering the cost of living.” Another form 
of coéperation,—coéperative selling by agricultural producers,— 
is expected by some careful observers to enable the growers to dis- 
pense, at least in some degree, with jobbers and commission mer- 
chants. The parcels post,—a blessed boon, whatever errors may 
have attended its initial stages,—will have larger and larger effects 
on shopping methods and selling methods. The department store 
grows apace. The chain store plan has its successes and its possi- 
bilities. Mail-order business seems to be in that early phase of an 
industrial improvement in which the pioneers reap unusual profits. 
The inquiries made by the Department of Agriculture on the 
market distribution of some articles of food may point the way to 
a better organization; and the same is true of the systematic in- 
quiries on retail accounting and retail selling conducted by the 


Harvard Bureau of Business Research. In every direction are 


innovations, investigations, and experiments. 

What will finally come of all this, it would be rash to predict. 
The jobber may remain; the country storekeeper is not likely to 
disappear ; retailing on a modest scale has shown a tenacious vital- 
ity in face of the attacks of the department store. There is no 
possibility of saying in advance just what the situation will be a 
quarter century or half century from now. But the only promis- 
ing way of getting a more effective distributing process is to let 
any and every experiment be tried by any one who thinks he can 
do the thing more cheaply. And this would seem to be a decisive 
reason against encouraging the fixed-price system. It stands in 
the way of the experimenter. As regards the spread between pro- 
ducer and consumer, it looks to the maintenance of the status quo. 

One cannot but feel sympathy for the manufacturer who urges 
that he is not directly concerned with the profits of retailers or 
personally disposed to sustain existing ways. The present market- 
ing arrangements have not been made by him; they are simply ac- 
cepted as they are, and the price determinations are allowed to 
fit into them. This position, it must be said, is not often taken 
overtly. The supposed protection of the purchaser against the 
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pensing with delivery and insisting rigidly on cash payment: let 
the customer pay on the spot and carry his goods home with him. 
Yet it seems impossible, even in the poorest quarters, for such a 
shop to hold its own against competitors more expensive but more 
complaisant. A well organized socialist state could manage all 
these things much more effectively and economically. But! in any 
socialist state, however well organized, the individual would have 
to take those goods which were put on sale, and to take them at 
such time and place as seemed good to the managers, and in such 
quarters as they designated, with no opportunity of turning 
to some one else whose terms and methods might be preferred. 
One could digress at length on these topics; nor do I wish to com- 
mit myself to the conclusion that a more taut and shipshape or- 
ganization necessarily would mean a net deduction from the sum of 
human happiness. I only note that the present system, anarchic 
and ill-adjusted as it may be, does give a freedom of choice which 
men (and women) seem to prize highly, and that it entails all the 
expense of that liberty. 

For these reasons, further, the matter of price maintenance and 
price freedom does not seem to me of the first importance. The 
difference in expense to the public between the fixed-price plan and 
the price-free plan is probably not considerable. It is entirely 
true, as the advocates of the former insist, that competition would 
remain in effect between the various identified and price-maintained 
articles, and that if one maker of garters (say) should fix his 
retail price so high as to enable him to reap great profits, a rival 
would come in with another brand at a lower price even though 
also fixed. The problem,—to repeat what I said at the outset,—is 
quite a different one from the trust and monopoly problem. It is 
essentially that of the method by which market distribution shall 
be carried out, and of the extent to which we shall enlist competi- 
tive freedom for cheapening the methods of distribution. These 
methods are expensive, and they seem to be inevitably expensive. 
Yet the circumstance that the process is necessarily dear is no 
reason why it should be kept just as it is, or why we should stand 
in the way of endeavors to make it less dear. There is no indica- 
tion of any revolutionary overturn; perhaps the most far-reaching 
change in sight is the partial elimination of the jobber. All we can 
expect is a constant experimenting, a steady nibbling of expenses, 
a slow and irregular narrowing of the spread. This much is worth 
while, even though no more magical in its effects than any 
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PRICE MAINTENANCE—DISCUSSION 


L. H. Haney: At the outset I must question the implication that 
price maintenance would mean a maintenance of the existing system 
of marketing. The plan of legally-maintained prices, or of legally for- 
bidden price cutting, is an adjunct to the relatively recent increase in 
advertised “identified” goods, and it is seeking to gain acceptance under 
the guise of the new tendency to recognize various restraints of trade 
as reasonable. Surely, to insure a given spread of profits to the same 
old classes of business men is not to insure that these men will conduct 
their business in the same old way. Making due allowance for excep- 
tions, the existing system is characterized by the prevalence of respon- 
sible retail entrepreneurs, and by the general acceptance of the com- 
petitive ideal. Price maintenance would, where applied, take away 
from marketing all but the form of entrepreneurial activity, and it 
would remove an essential element in competition. As a rule, “identi- 
fied’ goods, such as Dr. Miles’s “remedies,” are actually sold, title 
passing to the dealers, and the jobber or retailer runs, or may have to 
run, all the risks of not disposing of them at a profit. Indeed, what 
the price-maintenance people are asking is to retain the form of the 
middleman system, while themselves absorbing a large part of the 
middleman’s job and profits. The manufacturer is to determine quality 
and price and middleman’s profit, and is to provide the advertising 
campaign, Then the retailer is to buy such a quantity as he desires, or 
as the manufacturer persuades him he can sell, and is to take his chances 
on being able to dispose of it at the price fixed and maintained by the 
manufacturer. (Of course this eliminates price competition among 
retailers.) All this would tend to reduce the importance of the business 
establishment as a unit and of business-unit competition; for retailers 
would not be free to treat the various items of their stocks as aggregate 
units. If they desire to sell out at reduced rates a line judged less 
profitable than another, or if they desire to adopt the “leader’’ policy, 
they are estopped by the law. 

Again, price maintenance would seriously hamper the working of cost 
forces. To sell at one price, regardless of shipping charges or volume 
of business, may be profitable to the advertiser, but it is not good social 
economy. Mr. Ford has been lauded for refusing to make reduced 
rates on large orders from Europe, and the Kellogg people have laid 
their wares down at all points at one price, themselves absorbing ship- 
ping charges. This gives the manufacturer greater power to discrim- 
inate against nearby points and large buyers by maintaining a flat price. 
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rated goods sold in bulk for the purpose of concluding that trade 
arks and maintained prices are the remedy. 
[he fact is that the proposed system takes the emphasis off quality 
nd puts it on advertising and salesmanship. To fix a legally enforce- 
price as a means of securing quality is to invite the policy of put- 
¢ the price as high as the “traffic will bear’ and of advertising 
eavily to turn the stock over at that price; while quality, after all, 
remains at the mercy of commercial exigencies. This attempt to make 
juality depend upon price gets the cart before the horse. The 
gical way to maintain quality is to make price depend upon quality, 
iking quality the means of securing sales. In this way, the price 
is necessarily related to the character of the good. 

[he old cracker-barrel system of retailing obviously falls short in 
that it leaves too much to the consumer, and the connection between 
quality and price can be too easily broken by the careless or dishonest 
retailer. The new sanitary-package system leaves too much to the 
wiles of the advertiser and to the honesty and care cf the manufacturer. 
Neither system is safe. Professor Taussig indicates the wise course: 
In case of goods that are vitally essential to society, we cannot trust 
quality to the vicissitudes of competition at all. Here is the proper 
sphere of pure food regulation. For the rest, the system which, while 
giving him the fairest chance to compare quality with price, throws the 
responsibility upon the buyer, is, in my judgment, best. Because of 
he abuse of advertising which it is apt to bring, I am inclined to think 
that the price-maintenance system is not the best. 

The great change in the old system of marketing is due to the devel- 
opment of advertising, a fact which is illustrated by the solicitude of 
the manufacturers concerning the maintenance of retail prices. I 
would even go so far as to say that it is not the manufacturers, as such, 

t rather the advertisers, who are back of the Stevens Bill and the 
propaganda for the protected price system. There is no lively interest 
n maintaining prices in general, but only the particular prices of cer- 
tain “identified” goods, and these goods have been identified only by 

eans of advertising. Merely to register a trade-mark is but to create 

potentiality, and the value depends upon the publicity that is given. 
More than this, the process of maintaining prices would depend upon 
the activity of the producer in creating and maintaining a demand 
sufficient to sell his wares at the price fixed, i.e., upon advertising. Vice 
versa, the legalization of price maintenance would give a great incentive 
to advertising, both intensive and extensive, by making the prize of 


the successful advertiser greater and more secure. 
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ry sort of public exploitation and deception through dishonest ad 
ertising.” But what assurance have we that the manufacturer's adver 
tisements will be more honest? If the public is so easily duped by 
he price cutter as the argument implies, how much more helpless will 
they be before the subtle suggestion of the price maintainer’s advertising 
expert. Surely we could not intrust them to a system in which advertis 
ers controlled the selling price and the quality of the things that they 
dvertised. Or, if the public is not so gullible as implied, then they do 
not need the protection which the price maintainers are so eager to 
extend to them. 

Before passing to a brief summary, allow me to observe that in my 
economy based upon free valuation and choice by individuals, it is 
essential that the individual be given a chance to choose intelligently. 
[his is a part of the ideal of equal opportunity. It is blind folly 
to prate about individual rights and mean the right to be defrauded 
by “inside” manipulators and by patent-medicine ghouls. Pure adver- 
tising is not restriction; it frees the masses to choose on the basis of 
ruth. Perhaps the most serious error in this much-beclouded issue is 
the assumption that ‘“‘manufacturers who have spent much time and 


ge sums of money to establish favorable reputations for products 
bearing their names, or trade names, positively cannot afford to mis 
represent their goods to the public or allow their lines to fall below 
the standards they have established.”! There will always be a new 
name to try; there will always be a new generation; there will always 
be the ignorant. We know that one way to make money is to shift con 
tinuously from one brand to another, wrecking each in turn. 

I can best sum up the case by stating that from the standpoint of 
public policy two main arguments are made in favor of price mainte 
nance: (1) that it is a means of securing better quality, and (2) that it 
s desirable as a piece of justice to manufacturers who are liable to lose 
markets through price cutting. 

1. As to the quality argument: (a) The government is asked to back 
the measure, which raises the question, would it be wise for the state to 
take upon itself the maintenance of quality? This is more than doubt 
ful; but, waiving this point, (b) would the best way to maintain 
quality—whether by the government or not—be to allow private busi 
ness men to control marketing by fixing prices for other business men? 
My conclusion is that, if such a policy were generalized, we should be 
forced to resort to regulation to insure a relation between quality and 
price. (c) Therefore, the best way to get quality is the direct way, 
which means, first, effective pure-food and drug legislation; second, 


* Holland’s Magazine, Oct., 1915. 
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It is not surprising, therefore, that one of these causes now fre- 
quently advanced should be sought to be controlled by an artificial 
method of stabilizing the fluctuating conditions in the production and 
selling of goods. Like many economic panaceas suggested, the fixed- 
price idea has considerable plausibility and such seeming fairness that 
it commends itself to many different economic classes. Let it be under- 
stood, however, that there are three distinct classes directly interested 
in the suggestion: the producer, who is its chief promoter and 
beneficiary ; the distributer, the second claimant to benefit; and, finally, 
the consumer who is the residual legatee. Let us examine some of the 
more important arguments adduced in favor of the fixed-price principle. 

It is said that under such a system the distributer would be assured 
. fair profit whereas he now frequently does business at a loss and is 
often forced into bankruptcy. It is doubtless true that many retailers, 
probably the majority of them, do not know their specific costs of 
selling. But a system of fixed prices would not make the retailer any 
more efficient, nor enable him to more easily analyze his costs. Whatever 
losses come to the consumer from the existence of a large number of 
inefficient retailers would not be lessened. Under the present system 
the most efficient are being continually eliminated, and under the 
proposed system they might tend to be perpetuated, since they become 
in a sense the clerks or agents of the producer of the article sent to 
them, its price and conditions of retailing already determined. 

Successful merchandising from the viewpoint of the public as 
well as that of the merchant consists in the ability to turn goods into 
cash and cash into goods. Is the retailer to be a merchant, or a clerk 
who hands out goods to the consumer whose demand has been created 
by advertising? 

But even granting that a fair profit is provided for the retailer, it 
does not follow that the proposal is justified. This asumes some in- 
herent merit in the system of retailing per se. It is not reasonable 
to suppose that the economic organization, especially as regards the 
distributive side, has by a process of constructive evolution arrived at a 
fixed point of final superiority. As a matter of fact the ability of the 
retailer to continue in business cannot be guaranteed by the manufac- 
ture of articles to be sold at a fixed retail price. The retailer’s enter- 
prise, his location, and many other factors finally decide whether 
he can continue in business. Nor is it true that by a system of fixed 
prices he is guaranteed a higher net profit. He may sell many other 
articles, for it is not possible that the situation will be reached when all 
the articles, even those of a small retail grocer, will be sold under the 
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extensive advertising for a certain good at a fixed price, the continued 


purchase by the consumer is proof of his satisfaction of the price and 


the quality of the article. This is attributing to the consumer a more 
accurate knowledge of the quality of goods than he usually possesses. 
Many goods cannot be accurately judged in respect to their quality 
either before or after consumption. 

The argument is not logical in that it states that the producer could 
not continue to sell his fixed-price article if consumers were not 
satisfied with its quality and price, yet in the next sentence it is stated 
that the particular consumer buys an inferior article at a lower price, 
thus destroying the market for the superior article at the fixed price. 
As a matter of fact, it cannot be proved that all fixed-price articles 
are superior. Then, too, the consumer often continues to purchase the 
article simply because there is no substitute for it. 

It is said that if for any reason a producer is enjoying large profits 
in producing an article, this fact will induce additional and competing 
capital and enterprise to be directed to producing this particular 
article. Theoretically this may be true, in the sense that there is no 
hard and set-fast monopoly established, at least by the aid of the law; 
but, practically, capital may be deterred from flowing into this chan- 
nel which is already filled from the fact of a large flow of goods, the 
market for which is already held by a producer who by extensive 
advertising and organization has practically monopolized it. To dis- 
lodge this particular producer would require a similarly large invest- 
ment of capital with considerable attendant risk. New producers are 
thus deterred from entering the field and the possessors may well 
occupy it and place on the market a relatively inferior good for some 
time; at least until the risks of entering the same field are so largely 
reduced that new enterprise and capital are directed to it. What the 
consumer has thus lost by really active competition may be very large. 
Whatever may be the loss of competition under our modern business 
organization, its beneficent results can only be secured by a condition 
of great sensitiveness and freedom in the movement of the productive 
factors; that is, permitting their free flow to whatever point in the pro- 
ductive process promises a better return. 

The policy of fixed prices largely disregards the difference in costs to 
different distributers and retailers, over some of which neither pro- 
ducer nor retailer has any control, while others are within the influence 
of the distributer. Is a safety razor made in Bangor, Maine, to be sold 
at the same price in Bangor as in a lumber camp in Washington? 
What experience we have had with fixed prices does not give assurance 
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yanufacturer, jobber, and retailer—rests solely upon the basis of 


onomical distribution, and the present system must be displaced 


whenever a better or more economical method is devised. But to grant 
inufacturers the boon of authorizing them to accept payment for 
goods and yet control the disposition of the goods would seem 
be so far-reaching and so arbitrary a placing of power in the hands 

of the producer that it would amount to a business revolution. 

Vesting manufacturers with the authority to control the resale price 
of their products enables them, through the power of advertising, to 
create a demand for their merchandise, irrespective of its real intrinsic 

The cost of advertising in many cases amounts to as much or 
nore than it costs manufacturers to produce the merchandise, but the 
idvertising adds nothing whatever to its merits. With capital to ad- 
vertise, and with the power to regulate prices, it places in the hands of 
manufacturers, as a class, the ability indirectly to tax the consuming 
public. 

Summarizing, it is therefore contended that: 

|. The proposal is contrary to accepted methods of producing 
ind distributing goods. It would tend to counteract the good features 
n the present system without correcting any of its well-recognized 
evils. 

legislation of the most vicious kind in that 
ipplies only to a certain number of the producing group. 
[t seeks to produce a state of equilibrium in the midst of 
fluctuating economic phenomena over which no certain human control 
in be established. 

t. It will probably produce no beneficial results for the particular 

asses for whom it is desired. 

5. It is not practicable, for its observance cannot be enforced. 


will invite evasion by one method or another 


J. R. Turner: This excellent and important paper is especially 
timely, for it gives us an able contribution against price maintenance 
at a period when legislators and the public are eager to see the problem 
from all angles. 

If I properly interpret, there is a fundamental assumption upon 
which the arguments of this paper are constructed. This assump 
tion, unsupported by evidence, is that maintained prices are high prices. 
True, the assumption is not given expression, but it is all the more 
deceiving for that reason. This assumption is against the weight of 


such authority as we have. This is a question of fact, and until a 
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what is to be met, the privilege of analyzing a good as to quality 
at a uniform price, are spurs to competitors. They are given a standard 
to be excelled. The producer must, in the face of threatening compe- 
tition, render his best service commensurate with the price. The com- 
petitor fixes the price at his own peril; if too high, purchasers will 
refuse to buy and competitors will do the rest. 

Price maintenance is an antonym for price discrimination. A pre- 
scribed price which stands the test of time under competition is a 
reasonable guarantee to the child or other unskilled buyer. We sanc- 
tion the advice to let the purchaser take care of himself, but we hesitate 
to deny him a means to that end in a market whose endless complexity 
makes skill in buying a distinct asset. Prescribed prices are an educa- 
tive means of protection. They are standards for pricing all goods, 
whether price-maintained or not. 


The effect of prescribed prices on the cost of marketing is easily 
overstated. They are feasible on but a limited number of goods, and 
are desired by only a few producers in any line. As a rule the pro- 


ducers accept the market as ready-made, depend on the middlemen to 
distribute their output, and very frequently prefer to produce for the 
middleman’s own trade-mark, It is against the policy of this large class 
to prescribe prices, and in many cases it would prove fatal to their 
business to limit trade-marks to the producer. 

Arguments for market reform are generally aimed in the wrong di- 
rection. Stores are made for consumers, and distributive agencies are 
shaped to meet buying habits. Modern homes have inadequate storage 
facilities; the function of cellars is to house the furnace and coal. 
The consequence is small purchases and the habit of living out of 
paper bags. This converts retail stores into supply stations or storage 
houses from which small and frequent deliveries are made. The cost 
of these agencies is increased by multiplying their functions. Reform 
is to be sought in attacking the causes of these costs rather than the 
policy of price maintenance. The aim should be to educate buying 
habits that will permit common deliveries and scientific organization 
on the basis of higher functions. 

While price maintenance may have but little influence on interme- 
diary costs, may not this policy tend rather to lower the cost of market- 
ing? Haphazard prices provide numerous crevices for the small 
shop, huckster, and push-cart vender to eke out a living. Well known 
uniform prices tend to iron these out. Cut-prices needlessly multiply 
selling agencies at times by causing producers to provide their own 
means of distribution. A cheap selling force can handle well known 
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price cutter a commercial zero. Or, if cut-price goods are not actually 
abandoned, there are instances, like that of the Hoosier cabinet, 


where a few of them are carried and the “prospect” is switched to a 
similar good on which there is a long profit. 

The essence of action in a long line of cases on unfair competition is 
damage, not to trade-marks as such, but to good-will or reputation or 
trade. Trade-marks are but symbols of good-will. To defend trade- 
marks and not to defend prices is frequently a contradiction in terms, 
for price maintenance under open competition results in fair prices, 
while price-cutting is a trade pirate’s two-edged weapon to secure 
profits at the expense of another and to destroy the essence of which 
the trade-mark is a symbol. The private property of good-will is 
inseparably connected with thrift and individual initiative. Any sys 


tem is deadening to these which enables one to reap what another sows. 


Paut T. Cuerincton: Many efforts are now being put forth 
to make American business more scientific. It augurs well for the 
future of such attempts when an acknowledged leader among econo 
mists turns his attention to so intricate a problem of everyday business 


as price maintenance. In the course of time, when the body of fact 


material becomes adequate, such problems will take their place among 


the most important with which economists have to deal. This gives 
Professor Taussig’s paper more than usual significance. 

The paper is divided into four parts: (1) a definition; (2) a state- 
ment of the case; (8) a sitting in judgment; (4) conclusions. 

The Definition Professor Taussig defines price maintenance as 
“the practice among manufacturers of prescribing the prices at which 
their wares shall be sold by retail dealers.” 

This definition is not a complete statement of what price maintenance 
is, nor is it accurate as far as it goes. 

The first serious objection to Professor Taussig’s definition is con- 
nected with his idea that the manufacturer alone dictates the price. 
He may or may not do so. Price maintenance ordinarily takes a 
form in which the resale price is the subject of a contract or agreement 
between the manufacturer and one or more distributers. Furthermore, 
this ordinarily is an agreement not upon a price arbitrarily set, but 
upon one of certain generally accepted prices for kindred goods. This 
price, it is stipulated, is to be received for the goods in question upon 
resale. Obviously the choice is not between the manufacturer on the 
one hand or the consumer on the other hand determining the price, but 
it is between the manufacturer and one or more of the distributers in 
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aversion to change, if it exists, is due to a conviction on the part of 


the regular trade, as the result of experience, that the “regular” 
method most adequately performs the services necessary in distributing 
merchandise under modern conditions. But this answer may be no 
nearer the facts than is Professor Taussig’s contention. 

3. The Sitting in Judgment.—Professor Taussig employs the same 
‘sit in judgment” on the merits of price main- 
tenance. In this portion of the discussion we find the reasoning based 
on statements difficult of confirmation or refutation. For example, 


form when he comes to 


Professor Taussig declares that, “The existing system of conveying 
goods from the prime producer to the consumers is cumbersome and 
costly to an astonishing degree.” Again, after discussing the effect 
of price maintenance on standards of quality, he reaches this conclu- 
ison: “Nevertheless, I question whether the system of price mainten- 
ance serves in any demonstrable degree to keep up the quality of 
goods.” His general attitude toward the whole question is summed 
up in this sentence: “I suspect we shall have to content ourselves 
with the conclusion (or assumption?) that the ordinary purchaser is 
not endlessly gullible, that the predatory dealer is likely to overreach 
himself in the end, that honest business pays as a whole.” And again, 
he says: “The opposition to price cutting is very largely, if not 
mainly, opposition to disturbers and innovators.” 

Such statements as these are very difficult to answer in kind, effec- 
tively. I shall not attempt it. It seems to me that more important than 
any need for answering them point by point is the necessity for getting 
back of them to some of the misconceptions of the actual situation in 
modern business which they indicate. 

There are three of these misconceptions which seem to be most 
serious. The first of them is Professor Taussig’s obvious misconcep 
tion of the nature of price cutting. 

I hold no brief for price maintenance in all its forms. I am 
anxious, however, that a discussion of it in such a body as this shall at 
least start with a fair presentation of both sides of the case. And this 
case has two well defined sides,—price maintenance and price cutting. 
Price cutting is the alternative offered if price maintenance is con- 
demned. Price maintenance is mainly an effort to avoid price cutting. 

Price maintenance unquestionably is capable of abuse. It is beyond 
dispute that price cutting also is capable of abuse. The real ques- 
tions are: which of the two systems offers less risk of abuse, and which, 
under suitable restrictions, offers better protection of public interest. 
The choice is between control of prices by agreement between pro- 
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operation. The price cutter’s increased sales of other articles, or in- 


crease in profits on other articles, are depended on to make up any 
deficit incurred in handling “cut” lines. In any case the ability of 
the cutter to continue to sell these goods regardless of the spread does, 
as Professor Taussig says, “make them unprofitable” for less well 
financed competitors to handle. No one would defend on economic 
grounds the right of any merchant to give away regularly an identified 
irticle in order to exploit his own business. This would be inequitable 
because of its effect on the future sales of the article, if for no other 
reason. Price maintenance is an effort to minimize a similar danger 
from cuts which may represent mere loss of profit rather than outright 
giit 

Professor Taussig seeks to establish some connection between price 
maintenance and an over-anxiety on the part of the “regular” trade 
to preserve the “regular” channels of trade. It is true that opposition 
to price maintenance originated with, and has largely been fostered by, 
small retailers and those who are interested in preserving small 
retailing. But it seems probable that this is due less to any natural 
conservation on the part of the “regular” trade, than it is to the fact 
that large capital is necessary for successful price cutting. This 
throws the larger retailers into the price cutting group, while the 
smaller retailers are left outside. 

A second of Professor Taussig’s conceptions of business conditions 
which needs clarifying is that involved in the question: How do identi 
fied goods differ from any others in price-setting problems? 

Professor Taussig evidently takes the view that there is some virtue 
in the sale of goods under trade-mark under certain circumstances. 
But he says, “There are any number of articles which have been sold 


generation, with- 


under a trade-mark year after year, generation after 
out any dictation of retail price and also without any deterioration in 
juality.”” Again he says, “Yet in the long run profitableness of keeping 
ap the brand suffices for the maintenance of quality.” So far as I 
have been able to learn, most articles sold under brand were, until 
recently, sold under some form of price maintenance. Moreover, 
it is only by the employment of unusually costly methods (among 
which excessive advertising is conspicuous) for counteracting the inevi- 
table effects of price cutting, that the “‘profitableness” of such articles 
can be preserved when there is no limit to the extent to which the 
spread may be narrowed by those who cannot suffer if the goods are 
driven from the market. 


The connection between sale under trade-mark and price main- 
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S29 .50, B25, ete Shoes are made to retail at cer idard 

rices with standard price intervals between them. And ne 
state ment is true ot drugs, £roce ries, and mos of the line 5 of merchan 
dise suitable for branding. The price on these goods has been set 


by custom. The goods are made to retail at this price and competitive 


LO 


conditions under these circumstances compel the manufacturer t put 
ito the goods more quality than his competitors can at the same price 
f he is to get the business. These conditions at the same time fore: 


e reduction of the spread to a minimum compatible with the preserva 

n of general distribution. In other words, in the sale of tlhe 
goods the spread tends to represent the sum of certain standard com 
petitive profits and costs for the necessary distributers. 

Individual skill may result in individual variations from thx 


cand 
ard prices and costs. It does not follow that the public, under pr 
maintenance, need lose all the fruits of such variations from standard 
Any distributer who sincerely wishes to share with the public any 
such saving can do it by added service, or by lower prices on unidenti 
fied goods, or on his own branded goods, quite as well as by 
prices on identified goods which were made to retail at a known price 


1 whose production and distribution costs were based on this price 


This seems to me to be a more nearly accurate sta 


pricing methods for identified goods than that made by Professor 
l'aussig when he says, “The retail price becomes the starting point; 
m this the retailer makes the reasonable profit; the wholesaler in turn 
makes his reasonable profit, over and above the manufacturer's price 


the manufacturer finally gets what remains, his own gross receipt 


rhe manufacturer of goods of this kind manifestly does not “‘get what 
remains.” Conditions of competition force him to determine at the 
outset what shall “remain,” by deciding how much “‘quality” he mus 


put into the goods in order to get the business. And, finally, with com 
petition between brands granted, the public has ample freedom t 
decline to buy if price or quality or condition of sale are not satisfactory 

The price maintenance problem in the light of the foregoing discus 
sion may be summed up in a final query: Jn the case of identified 
merchandise, made and sold under competitive conditions, does price 
maintenance or price cutting offer better protection of the pul 
nterest? 

This question obviously involves the further question whether th 
public “in the long run’”’ shall have their ability to get such goods 
seriously impaired. The interests of the consumer in a case of this 


kind are obvious. If the identified goods are of such a nature that he 
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i»w such contracts are not merely unenforcible; they are illegal. That 
is one reason why new legislation is urged. Under present conditions 
price cutting is legal. Price maintenance by contract apparently is 
a penal offence. 

His final conclusion is: (5) “Let the retailer retail as he sees 
fit and continue to trust in the efficacy of competition for cheapening 
the methods of distribution, and in the good sense of the purchasing 
public for assuring to them goods of the kind they really want.” Is 
the retailer the only factor in the situation who is to operate without 
restraint? Can the retailer with large capital always .be trusted to 
employ in competition only such methods as are in harmony with the 
public welfare? Is the good sense of the public effective against all 
the commercial devices that may be pitted against it? 

This price maintenance question is one which, at this stage, cannot 
be discussed satisfactorily as a problem in economic theory. What 
seems necessary first is a plain, detached statement of the issues. This 
should be followed by an investigation into the facts, which will be a 
long and difficult process. After this the economic principles involved 
may be stated with some degree of conformity to the facts. Meanwhile, 
certain obvious abuses, both of restricted prices and unrestricted prices, 


may well be given recognition as important factors in the problem. 


R. R. Bowker: It has been my privilege, as once upon a time an 
economist, trained in the non-interference or classical school of eco 
nomics under my friend and master, David A. Wells, to apply and test 
economic principles in a varied business experience. Some concrete 
examples from this experience may be useful in this discussion, and I 
trust as an early member of this Association that I have not lost 
standing in it because I do not wear a professor's gown and that most of 
my work as a writer on economics was done years ago. But first let 
me emphasize protest against the assumption which underlies Profes 
sor Taussig’s conclusion in his fair and discriminating paper, that the 
Stevens Bill is a measure imposing new restrictions upon trade. On 
the contrary, it is a corrective of the restrictions of the Sherman Anti 
Trust Law, clarifying the situation. For those of us who are directors 
of manufacturing corporations are in honest perplexity as to what we 


can do or what we cannot do, under penalty of going to jail. 


In ten years’ administration of the Edison Company of New York, 


I was able, not without difficulty, to apply the principle of equal rates 
to all consumers under like conditions. This enabled us to increase 
our customers, to widen our market, and from time to time to reduce 


rates while increasing dividends. The best business compliment I ever 
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The previous cut-price system had proved most demoralizing, retailers 
1 jobbers demanded larger and larger trade discounts to permit 
tting, and advertised retail prices had to be correspondingly in- 

creased; while the introduction of net prices in some cases reduced the 


tail prices of books and generally operated to prevent the increase 


lvertised prices, despite the general increase in material so 
considerable in recent years. There are two department stores in 


New York both of which have notable book departments, excellently 
equipped and managed bookstores, one of which makes a point of 
cut-prices, while the other is loyal to price maintenance. One of these 
is the successor of A. T. Stewart, pioneer in the department store busi- 
ness, who did the community the great service of replacing with fixed 
retail price the old system of bargaining and haggling which wasted the 
ne of lady shoppers and salespeople when I was a boy and did my 


ther’s errands. Both stores are good advertisers and do good 


erchandising. The cut-price establishment has successfully fought the 
Publishers’ Associa und he Sherman Law and has made much 
advertising capital out of the fight. I have reason to know that it has 
sold books at less than the price at which they were actually bought, 


and it stands to reason that when the “‘spread’’ on one line of goods is 


low or negative, as in this case, the “spread” on the other lines must be 


made proportionately greater—to the disadvantage of the consumer 
who is led to think that he can buy other goods as cheaply as books. 
Otherwise department stores must fail as many have failed in New 
York. 

The overhead charges of a retail bookstore are high, exceeding 
twenty-five per cent, and requiring a “spread” of a third of the retail 
price to give any margin of profit; but the overhead costs of a depart 

ent store are as high and probably higher, as the figures published in 
System have indicated. The experience of the book trade, as to price 
maintenance and price-cutting, is to my mind one of the best illustra 
tions of the desirability of the Stevens Bill. I may add that on our 
own periodicals a definite system of fixed prices for advertising. giving 
like rates for like quantities of advertising, has been the absolute rule 
for years, to the mutual advantage and satisfaction on the whole of 
proprietors, advertising representatives, and advertisers. 

Let me again emphasize what Mr. Stevens has, I think, made clear, 
that the bill which bears his name—I refer to it in principle rather than 
in detail, for it is not without ambiguities and may need clarifying 
and correction—is not a restrictive, paternal measure, but simply a 
correction of the unfortunate extremes to which the Sherman Anti- 


Trust Law has carried restriction. 
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virtually unknown. Great Britain, Germany, and France later 
covered that bankers held the golden key to overseas trade. 
We, however, were busily engaged in borrowing abroad and our 
elves had no surplus funds for foreign investment. We exported 
.w materials and imported manufactured goods. Following the 
Spanish War, however, American industry, through the great con 
binations, became organized in units sufficiently powerful to enable 
it to enter the export trade. Our manufacturers soon realized 
that unless American bankers would finance their foreign custo 
mers, they could not compete with British and German industry. 
An American banking group was organized for China, and loans 
to South and Central American republics were considered. A 
ertain stage of what might be termed economic saturation having 
been reached within our own boundaries, we began to look abroad. 
Just as the development of our eastern seaboard enabled the mer 
chants of the early fifties to hold their own in the trading compe 
tition of the period, so the general standard throughout our 
untry just prior to the European War had brought our bankers 


ind manufacturers to the point where increasing production and 


.ccumulating capital at home, and the ability to borrow on low 
terms in London and Paris, made them anxious to enter the finan- 
cial-commercial struggle for trade with the as yet undeveloped 
corners of the earth. The Federal Reserve Act, by releasing 
reserves, added tremendously to our credit resources and promised 
to give a fresh impetus to our desire for trade expansion. Before 
the efficacy of this new machinery could be tested, however, it was 
ubjected to the sudden strain of war. 

The American republics were differently affected by this world- 
wide crisis. We, who have been able to sell largely to Europe, have 
been enriched. The countries which have depended upon Euro- 
pean capital for their development have been obliged to postpone 
many important works. But all of us shall be wise indeed if, by 
closely observing the manner in which the nations now at war deal 
with the problems to which this crisis has given rise, we are able to 
profit by their example and to avoid the consequences of their 
mistakes. 

At the outset, Germany alone was prepared. Not only her 
irmies, but her financial and industrial resources, were at once 
mobilized. In France and in Great Britain, the magnitude of the 
task and the necessity for correlating every form of national ac- 
tivity in the supreme struggle for victory was not at once realized. 
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most pressing problem, the stabilization of exchange by the settle- 
ment of our immediate debt to Europe, required the united energy 
f the newly organized Federal Reserve Board and the bankers 
who loyally stepped into the breach. Within six months after the 
nmencement of hostilities, however, we were busily engaged in 

s country in devising ways and means by which we might as 
Europe to pay for our goods which were being purchased in 
nereasing volume. We bought back from Europe great quan 


tities of our securities. A series of minor credit operations culmi 


in the flotation of the great Allied loan. The success of the 
war loans in Great Britain, France, and Germany depended upon 
credit of the countless private individuals who subscribed their 
vings to support mobilized and correlated military, financial, 
rial, and commercial activities. In making a public offering 
Anglo-French loan in this country, the American bankers 
performing a function analogous to that of the governments 
Europe. By mobilizing our private capital, they were endeavor 
ate a public credit to finance the great export trade from 
which our present prosperity has been derived. ‘This transaction 
was almost as important to this country as a while as it was to 
he powers now at war. Every individual who has invested in 
pean credits which have been negotiated here has stimulated 
\merican industry by facilitating the export of American goods 
ind, by acquiring a private investment, has performed a public 
service. 

Prior to the outbreak of the war in Europe, there had been inti 
ate commercial relations between the American nations. The 
e between this country and our sister republics farther to the 
uth, however, had not been developed. There was a long estab- 
ished British and French investment in the Argentine, in Brazil, 
Uruguay, in Chile, and Peru, and the dealing between Sou 
ind North America were largely conducted through London and 
Paris. The relationship was triangular—imports into the United 

States from South America were heavily in excess of our exports 

and eur debit balance was settled in pounds sterling. The decla 
ration of moratoria, the dislocation of credit machinery, the in 
terruption of shipping. affected the entire American continent. 
Canada only was at war. The neutral nations, finding the old 
ehannels of trade suddenly blocked, looked to each other. We set 
to work to examine our mutual! needs, and endeavored to find means 


might be of mutual assistance. Steps were taken to 
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sources, has in the past been hampered by political disturbance. 
They have afforded fields for speculation, rather than for invest 
ent, and foreign capital has too frequently allied itself with one 
tical party or another for illicit mutual gain, rather than to 
ecure a legitimate profit for public work well done. It has often 

n urged that our own government should in some way guarantee 

assure the safety of foreign investments undertaken by its 
itionals. Our State Department may use its good offices to 
cure the enforcement of a just contract entered into in good 
faith, but it cannot, and should not, act as a collecting agency. 
It is in the interest of those who desire to borrow. nations as well as 
ndividuals, to maintain their credit in order that they may secure 
necessary financial assistance on reasonable terms. To assure 
public is to safeguard private credit. Where private credit is un 
questioned, national borrowing power is secure. 

The European War has given to the American republics a new 
bond of mutual dependence. Politically we are closer than ever 
before. In our mutual necessity, there is a need, and at the same 
ime an opportunity, for much more intimate commercial and finan 
cial cojperation. You require capital, while we in turn must try 
to stimulate the exchange of products between this country and 
our sister republics to the south. In order that we may sell our 
goods to you, we must enable you to produce more which we in 
turn can purchase. We are beginning to realize that we must 
furnish capital to our customers if we would market our goods. 
We must maintain a relationship which, in being mutually profit- 
able, will bring a better mutual understanding of our aspirations 
and ideals. Such a relationship can be established if those who 
would secure financial assistance offer conditions which will attract 
our investment, and if we in turn are willing to grant the credits 
which will enable you to purchase in this country the articles which 
you require. Both lender and borrower must mobilize private 
credit—the borrower in order that he may borrow advantageously 
for the development of his resources, the lender in order that he 
may lend intelligently for the extension of his national trade. 
Private credit is the ultimate basis of international finance, and 
we are just entering upon an era where public finance will play an, 
increasingly important part as the most powerful instrument of 
constructive domestic, as well as foreign, national policy. 
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and Academic Tenure,* which had been merged in a general commi 

of the American Association of University Professors, would not make : 
further separate report, but that the report of the general committe: 
would be presented at a meeting of the Association of University Pro 
fessors on the ensuing Friday evening, to which members of the Ameri 
can Economic Association were invited. 

The President announced the appointment of the following con 
mittees: On nominations: Messrs. David Kinley, G. EF. Barnett, F. 
Fetter. E. R. A. Seligman; On resolutions: M rs. | B. Gard 
H. A. Millis, and W. C. Mitchell. 

Mr. R. R. Bowker then presented the following resolution, which by 
vote was referred to the Executive Committee. 

Resorvep, That the President be authorized to 
on codrdination, efficiency, and economy in taxatio ist of 
with power to add to their number and to include representative f 
state, or municipal governments or taxing authorities, which committee 


+} 


act codéperatively or jointly with any like committee from the National 


Association or other bodies. 

The Secretary submitted th 
by vote: 

tesOLvED, That the President be empowered to appoint a committee of three 
members, to consider the advisability of the public: y the Ass 
an annual or occasional prize monograph, and to r« 
for the competition, if such be deemed advis: 

On motion of Professor David Kinley it was voted that a committee 
of five be appointed to see that the proper courtesies were extended on 
behalf of the Association to the economists from South America in 
attendance upon the Second Pan American Scientific Congress. The 
President appointed the following committee: Messrs. David Kinley. 
F, W. Taussig, E. R. A. Seligman, R. T. Ely, J. H. Hollander. 

The Executive Committee having requested the members of the 
Association to express their choice as between Columbus and Lexington 
as the place of holding the twenty-ninth annual meeting, an informal 
vote was taken, in which the majority of those present indicated a 
preference for Columbus. 


A business meeting of the Association was held on Thursday, De- 
cember 30, at 9.30 a.m., in the Ban juet Hall of the Hotel 
with President Willcox in the chair. 


taleigh, 


The Committee on Resolutions presented the following report, to- 


* See below, p. 230. 
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Messrs. 


Carver, Dewey, Ely, Fetter, Hammond, Marshall, Willcox, 
nd Young. 


In accordance with the preference expressed by the members of the 
Association it was voted that the twenty-ninth annual meeting be held 
in Columbus, Ohio. 
At the request of the Secretary the President was authorized 
ppoint a committee of three members to make recommendations for 
investment of some of the Association’s funds. 
The President and Secretary were authorized to appoint a sub-con: 


ttee of three members upon secondary education in economics 
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the American Economic Association, the American Political Science 


\ssociation, and the American Sociological Society, with a new com 


mittee of fifteen, acting as a committee of the American Association 
{ University Professors. It appeared to the officers of the Association 


that the authorization given to our committee “‘to coéperate with any 


similar committees which may be constituted by other societies in the 
field of the social sciences”* was broad enough to cover the proposed 
merger. This opinion was submitted to the members of the Executive 
Committee, and, no dissent being expressed, Professor Seligman was 
informed that the step proposed was within the powers of his 
committee. 

The special meeting of the Association held at San Francisco, 
Berkeley, and Palo Alto in August was attended by some sixty mem 
bers. The program, arranged by the local committee on arrangements 
in codperation with the President of the Association, was appropriate 


to the time and place. The meeting afforded a pleasant occasion for 


he gathering of the economists of the Pacific coast, who constituted 
bout half of the members present, and who are too widely separated 
by distance to have many opportunities of the kind, and it also mad 
t possible for some of their colleagues in the Middle West and East 
to come into touch with them. 


The changes in our list of members and subscribers are as follows: 


Members resigned 
Viembers removed for jack of address 
Members dropped for non-payment of du 
Members removed by death 
Subscriptions discontinued 
Total subtractions 
New members added 
New subscribers added 
Total additions 


Net loss 


Our members and subscribers now number 244+. Of these 2001 
are members paying annually; 80 are life members; 7 are honorary 
members; and 353 are subscribers. 

The net loss of 25 members and subscribers is smaller than in any 
other year since the increase in the annual dues from three dollars to 
five. This may be taken to indicate that we are approaching a stati 
of “normal equilibrium”; that with the continued help of those mem 
bers who are actively interested in the work of the Association it may 


Proceedings Twenty-sixth Annual Meeting, p. 197 
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in matters of general economic policies; we might agree on certain 
matters of technique. No part of the work of the young and vigorous 
National Tax Association has been more valuable than the reports from 
its special committees upon a number of tax problems. Are not such 


pressing matters as the economic aspects of unfair competition, rail- 


way valuation (a distinctly economic problem which the accountants 
and engineers have well-nigh taken from us), the measurement of 
wealth and income in the United States, the economic aspects of con- 
servation,—and a host of others,—topics upon which we as econo- 
mists might have something to say that would be worth saying, and 
which we could say with larger influence through committees of this As- 
sociation than in any other way? Work on such committees takes time, 
and it would be unfair to ask our members to serve in this way unless 
we could supply funds for necessary clerical expenses and assistance. 

These things seem to point toward the desirability of some increase 
in our membership, if that can be secured without any sacrifice of our 
position as an organization of persons intereSted in the scientific study 
of economic problems. 

The list of deaths among our membership reported to the Secretary 
during the year includes the names of a number who had been long on 
our rolls and whom we had learned to honor for their faithful and 
efficient service in the field of economic scholarship. 

JoHANNES CONRAD Cuarves L. Loop 

(Honorary Member) Lummis 
CuHarLes Francis ADAMS E. S. Maritow 
Netson W. Atpricu Lee McCiune 
Joun Hamitton Brarr Cuaries W. 
Guy STEVENs CALLENDER Epwarp BuNNELL PHELPS 
KATHARINE CoMAN SERENO S. Pratt 
CuarLtes ArtHUR CONANT Epwarp VaNDyke Roeinson 
Grace H. Jutius RorrENBERG 
E. L. R. WILLIAM SMART 
W. M. Groton Samvuet G. 
Cuar_es R. HENDERSON Etmer B. 
Davin Hutz_er Peter WHITE 
Bromitey JaNsEN 

Respectfully submitted, 
Attyn A. Youna, 


Secretary. 
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IncoME STATEMENT 


Expenditures Receipts 
Printing... .$2834.91 Membership Dues.$10114.70 
Editorial 2710.00 Less Defaulted 1¢3.75 
Expenses — $10010.95 
Supplies 8.73 Subscriptions .. $1804.54 
$7003.64 Less Defaulted 17.50 
weedings 58.7 $1787.04 
indry Publication Expens: ale nhlieation 486.05 


297.65 


Office Salaries......$1630.87 
Traveling Expenses 

f Secretary. 312.64 
Stationery, inc. Off. 

Printing 173.98 
Office Supplies 42.10 

fice Postage .... 447.36 
lelegraph and Tele 

phone .... ‘ 61.03 
Express and Cartage 3.72 
Miscellaneous Ex 

pense 
nual Meeting 

— $2819.43 

Storage of Publications... 50.00 
Insurance 

preciation of 


nd Fixtures 


0921.67 


OD 


The gross surplus for the year, $1660.02, indicates the thoroughly 


sound condition of the Association’s finances. 


This is about a thousand 
dollars larger than the surplus from the operations of the preceding 
year. It is likely that this amount will be somewhat reduced by 
reason of defaulted membership dues. A reserve of $500 is set aside 
for that purpose in the subjoined statements of the Auditing Committee, 
thus reducing the net surplus to $1160.02. The total income was only 
slightly larger than in the preceding year. But the Managing Editor 
was able to effect a saving of about $500 in the cost of publishing the 
{merican Economic Review, and the omission of the Handbook from 
the publications for the year was responsible for a further saving. 
Respectfully submitted, 
Attyn A. Youna, 


Treasurer. 
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INCOME AND Ovtco 

Ordinary Income 
Dues $10,114.70 
Less Defaulted’ 103.75 
Net . 10,010.95 
Interest 297.65 

—_—— $10,308.60 
Ordinary Outgo 

Office Salaries $1,630.87 


Traveling Expenses . 312.64 


Stationery and Printing 173.98 
Postage 447.36 
Supplies ....... 42.10 
lelephone and Telegrap 

Freight and Cartage 

Insurance 


Annual Meeting 


Depreciation of Furniture & Fixtures 
Miscellaneous Expense 


Exeess of Ordinary Income . — $7,149.80 
Publication Outgo 

Printing $2,834.91 

Editorial 1,500.00 

Contributional 1,210.00 

Editorial Expenses 1,458.73 

Proceedings and Handbook 858.70 

Sundry Publication Expense 86.0% 

Storage of Publications 50.00 

Insurance 64.50 


Publication Income 
Subscription .. $1,804.54 


$486.05 


Less uncollectible 17.50 


Excess of Publication Outgo — %5,789.78 
Reserve for Defaulted Membership Due 
Receivable 
Reserve for Bad Accounts Receivable 
500,00 


Net Surplus for the year . $1,160.02 


* Amount due from members who have been dropped during past year, for 
publications furnished during the year. 
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1. PAGES GIVEN TO EACH SECTION 
ling articles 29] 
iew of books 
books listed 
Documents, reports, legislat 
Periodical abstract 
Notes 


doctoral dissertations 
978 1038 
2, NUMBER OF ITEMS IN EACH SECTION 
ding articl 


Books reviewed 


New books listed 


Signed notes in documents, 
legislation 


odical abstract 


Prercenrac VEN TO EACIL SECTION 
g articles $4.9 
Reviews of books 31.0 


New books listed 


locuments, reports, legisla 


Periodical abstracts 


Notes 


- 


Doctoral dissertation 


EXpenvirures 
1911 191 (913 1914 1915 
Printing $2495.18 3220.83 3328.01 3023.62 2834.91 
Salary of editor 1500.00 1500.00 1500.00 1500.00 1500.00 
Contributors .. 1320.25 1114.50 1268.35 1312.25 1210.00 


lerical assistance 865.50 794.89 983.09 1236.29 1171.87 


Supplies ...... $13.51 292.68 325.10 459.18 286.86 


rraveling expense 


750.59 6922.90 7A08.55 531.34 7003.64 


Davis R. Dewey, 


Managing Editor. 
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Report on Academic Freedom 


1. Basis of academic authority 


American institutions of learning are usually controlled by boards of 
trustees as the ultimate repositories of power. Upon them finally it 
devolves to determine the measure of academic freedom which is to be 
realized in the several institutions. It therefore becomes necessary to 
inquire into the nature of the trust reposed in these boards, and to 
ascertain to whom the trustees are to be considered accountable. 

The simplest case is that of a proprietary school or college designed 
for the propagation of specific doctrines prescribed by those who have 
furnished its endowment. It is evident that in such cases the trustees 
are bound by the deed of gift, and, whatever be their own views, are 
obligated to carry out the terms of the trust. If a church or religious 
denomination establishes a college to be governed by a board of trus- 
tees, with the express understanding that the college will be used as an 
instrument of propaganda in the interests of the religious faith pro- 
fessed by the church or denomination creating it, the trustees have a 
right to demand that everything be subordinated to that end. If, again, 
as has happened in this country, a wealthy manufacturer establishes a 
special school in a university in order to teach, among other things, 
the advantages of a protective tariff, or if, as is also the case, an insti- 
tution has been endowed for the purpose of propagating the doctrines 
of socialism, the situation is analogous. All of these are essentially 
proprietary institutions, in the moral sense. They do not, at least as 
regards one particular subject, accept the principles of freedom of 
inquiry, of opinion, and of teaching; and their purpose is not to advance 
knowledge by the unrestricted research and unfettered discussion of 
impartial investigators, but rather to subsidize the promotion of the 


opinions held by the persons, usually not of the scholar’s calling, who 
provide the funds for their maintenance. Concerning the desirability of 
the existence of such institutions, the committee does not desire to 
express any opinion. But it is manifestly important that they should 
not be permitted to sail under false colors. Genuine boldness and 
thoroughness of inquiry, and freedom of speech, are scarcely recon- 


cilable with the prescribed inculcation of a particular opinion upon a 
controverted question. 

Such institutions are rare, however, and are becoming ever more rare. 
We still have, indeed, colleges under denominational auspices; but very 
few of them impose upon their trustees responsibility for the spread of 
specific doctrines. They are more and more coming to occupy, with 
respect to the freedom enjoyed by the members of their teaching bodies, 
the position of untrammeled institutions of learning, and are differen- 


pr pr 


ind ul 


propa 


th § 18 


tutions, 


Opinions 


power 


; 
len} } storic ante 
y 
+} 
gandist d 
just | LL hay 
tay 
le answer } 
priet private or pro 
I 
; ty 
I Dr issume 
genera ng to th 
} Yr colleges 
inv pro 
genera 
i 
hance, not 
rnin, 
fo] ling I 
tr ] nte llectual 
titution, and 
ror tunds: 
whatey tal 
] 
is n Cc trust 
» A . 
tittio in inst 
to bD iS con 
ion o 
tees tore, trus 
+} r Devond 
upo 
ort disn 
r ntments 
eminent An 
T TY 
vears si in} 
In 
whost e body o 
do} } emic free 
the re aes red j 
learn erything t 
irbit exercise al 
+} 
univer 


Report on Academic Freedom 


sity unpopular or dangerous subjects. In some states they even treat 
fessors’ positions as common political spoils; and all too frequently, both 
tate and endowed institutions, they fail to treat the members of the te 

staff with that high consideration to which their functions entitle them. 

It is, then, a prerequisite to a realization of the proper measure of 
academic freedom in American institutions of learning, that all boards 
of trustees should understand—as many already do—the full implica 
tions of the distinction between private proprietorship and a public 


trust. 
2. The nature of the academic calling 


The above-mentioned conception of a university as an ordinary busi- 
ness venture, and of academic teaching as a purely private employment, 
manifests also a radical failure to apprehend the nature of the social 
function discharged by the professional scholar. While we should bs 
reluctant to believe that any large number of educated persons suffer 
from such a misapprehension, it seems desirable at this time to restate 
clearly the chief reasons, lying in the nature of the university teaching 
profession, why it is to the public interest that the professorial offic: 
should be one both of dignity and of independence. 

If education is the corner stone of the structure of society and if 
progress in scientific knowledge is essential to civilization, few things 
can be more important than to enhance the dignity of the scholar’s pro 
fession, with a view to attracting into its ranks men of the highest 
ability, of sound learning, and of strong and independent character 
This is the more essential because the pecuniary emoluments of the 
profession are not, and doubtless never will be, equal to those open to 
the more successful members of other professions. It is not, in our 


opinion, desirable that men should be drawn into this profession by 


the magnitude of the economic rewards which it offers; but it is for this 


reason the more needful that men of high gifts and character should 
be drawn into it by the assurance of an honorable and secure position, 
and of freedom to perform honestly and according to their own con 
sciences the distinctive and important function which the nature of 
the profession lays upon them. 

That function is to deal at first hand, after prolonged and specialized 
technical training, with the sources of knowledge; and to impart the 
results of their own and of their fellow-specialists’ investigations and 
reflection, both to students and to the general public, without fear or 

?From “Academic Freedom,” an address delivered before the New York 
Chapter of the Phi Beta Kappa Society at Cornell University, May 29, 1907, 
by Charles William Eliot, LL.D., President of Harvard University 
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with respect to the conclusions reached and expressed by them, no 

re subject to the control of the trustees than are judges subject to 
he control of the president, with respect to their decisions; while of 

urse, for the same reason, trustees are no more to be held responsible 
or, or to be presumed to agree with, the opinions or utterances of pro- 
essors than the president can be assumed to approve of all the legal 
easonings of the courts. A university is a great and indispensable 
organ of the higher life of a civilized community, in the work of which 
he trustees hold an essential and highly honorable place, but in which 
the faculties hold an independent place, with quite equal responsi- 
bilities—and in relation to purely scientific and educational questions, 
he primary responsibility. Misconception or obscurity in this matter 
has undoubtedly been a source of occasional difficulty in the past, and 
even in several instances during the current year, however much, in the 
main, a long tradition of kindly and courteous intercourse between 
trustees and members of university faculties has kept the question in 


the background. 


3. The function of the academic institution 

The importance of academic freedom is most clearly perceived in 
the light of the purposes for which universities exist. These are three 
in number: 

A. To promote inquiry and advance the sum of human knowledge. 

B. To provide general instruction to the students. 

C. To develop experts for various branches of the public service. 

Let us consider each of these. In the earlier stages of a nation’s 
intellectual development, the chief concern of educational institutions is 
to train the growing generation and to diffuse the already accepted 
knowledge. It is only slowly that there comes to be provided in the 
highest institutions of learning the opportunity for the gradual wresting 
from nature of her intimate secrets. The modern university is becom- 
ing more and more the home of scientific research. There are three 
fields of human inquiry in which the race is only at the beginning: 
natural science, social science, and philosophy and religion, dealing 
with the relations of man to outer nature, to his fellow men, and to the 
ultimate realities and values. In natural science all that we have 
learned but serves to make us realize more deeply how much more 
remains to be discovered. In social science in its largest sense, which 
is concerned with the relations of men in society and with the condi- 
tions of social order and well-being, we have learned only an adumbra- 


tion of the laws which govern these vastly complex phenomena. Fi- 
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opinion. To be of use to the legislator or the administrator, he must 
enjoy their complete confidence in the disinterestedness of his 
conclusions. 

It is clear, then, that the university cannot perform its threefold 
function without accepting and enforcing to the fullest extent the 
principle of academic freedom. The responsibility of the university as 
a whole is to the community at large, and any restriction upon the 
freedom of the instructor is bound to react injuriously upon the 
efficiency and the morale of the institution, and therefore ultimately 


upon the interests of the community. 


The attempted infringements of academic freedom at present are 
probably not only of less frequency than, but of a different character 
from, those to be found in former times. In the early period of univer- 
sity development in America the chief menace to academic freedom 
was ecclesiastical, and the disciplines chiefly affected were »hilosophy 
and the natural sciences. In more recent times the danger zone has 
been shifted to the political and social sciences—though we still have 
sporadic examples of the former class of cases in some of our smaller 
institutions. But it is precisely in these provinces of knowledge in 
which academic freedom is now most likely to be threatened, that the 
need for it is at the same time most evident. No person of intelligence 
believes that all of our political problems have been solved, or that the 
final stage of social evolution has been reached. Grave issues in the ad 
justment of men’s social and economic relations are certain to call for 
settlement in the years that are to come; and for the right settlement of 
them mankind will need all the wisdom, all the good will, all the sober 
ness of mind, and all the knowledge drawn from experience, that it can 
command. Towards this settlement the university has potentially its own 
very great contribution to make; for if the adjustment reached is to 
be a wise one, it must take due account of economic science, and be 
guided by that breadth of historic vision which it should be one of the 
functions of a university to cultivate. But if the universities are to 
render any such service towards the right solution of the social prob- 
lems of the future, it is the first essential that the scholars who carry 
on the work of universities shall not be in a position of dependence 
upon the favor of any social class or group, that the disinterestedness 
and impartiality of their inquiries and their conclusions shall be, so 
far as is humanly possible, beyond the reach of suspicion. 

The special dangers to freedom of teaching in the domain of the 
social sciences are evidently two. The one which is the more likely to 
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ruler; in a democracy there is political freedom, but there is likely to 
be a tyranny of public opinion. 

An inviolable refuge from such tyranny should be found in the 
university. It should be an intellectual experiment station, where new 
ideas may germinate and where their fruit, though still distasteful to 
the community as a whole, may be allowed to ripen until finally, per- 
chance, it may become a part of the accepted intellectual food of the 
nation or of the world. Not less is it a distinctive duty of the university 
to be the conservator of all genuine elements of value in the past thought 
ind life of mankind which are not in the fashion of the moment. Though 
it need not be the “home of beaten causes,’ the university is, indeed, 
likely always to exercise a certain form of conservative influence. For 
by its nature it is committed to the principle that knowledge should 
precede action, to the caution (by no means synonymous with intel- 
ectual timidity) which is an essential part of the scientific method, to 
. sense of the complexity of social problems, to the practice of taking 
long views into the future, and to a reasonable regard for the teachings 
of experience. One of its most characteristic functions in a democratic 
society is to help make public opinion more self-critical and more cir 
cumspect, to check the more hasty and unconsidered impulses of popular 
feeling, to train the democracy to the habit of looking before and after 
It is precisely this function of the university which is most injured by 
iny restriction upon academic freedom; and it is precisely those who 
most value this aspect of the university's work who should most earnestly 
protest against any such restriction. For the public may respect, and be 
influenced by, the counsels of prudence and of moderation which are 
given by men of science, if it believes those counsels to be the disinter 
ested expression of the scientific temper and of unbiased inquiry. It is 
little likely to respect or heed them if it has reason to believe that they 
are the expression of the interests, or the timidities, of the limited portion 
of the community which is in a position to endow institutions of learn 
ing, or is most likely to be represented upon their boards of trustees. 
And a plausible reason for this belief is given the public so long as our 
universities are not organized in such a way as to make impossible any 
exercise of pressure upon professorial opinions and utterances by 
governing boards of laymen. 

Since there are no rights without corresponding duties, the con- 
siderations heretofore set down with respect to the freedom of the 
academic teacher entail certain correlative obligations. The claim to 
freedom of teaching is made in the interest of the integrity and of the 


progress of scientific inquiry; it is, therefore, only those who carry on 
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task will be performed by others—by others who lack certain essential 
yualifications for performing it, and whose action is sure to breed sus- 
picions and recurrent controversies deeply injurious to the internal 
der and the public standing of universities. Your committee has, 
therefore, in the appended “Practical Proposals” attempted to suggest 
neans by which judicial action by representatives of the profession, 
with respect to the matters here referred to, may be secured. 

There is one case in which the academic teacher is under an obliga- 
tion to observe certain special restraints—namely, the instruction of 
immature students. In many of our American colleges, and especially 
in the first two years of the course, the student’s character is not yet 
fully formed, his mind is still relatively immature. In these circum- 
stances it may reasonably be expected that the instructor will present 
scientific truth with discretion, that he will introduce the student to new 
conceptions gradually, with some consideration for the student’s pre- 
conceptions and traditions, and with due regard to character-building. 
The teacher ought also to be especially on his guard against taking 
unfair advantage of the student’s immaturity by indoctrinating him 
with the teacher’s own opinions before the student has had an oppor- 
tunity fairly to examine other opinions upon the matters in question, 
and before he has sufficient knowledge and ripeness of judgment to 
be entitled to form any definite opinion of his own. It is not the least 
service which a college or university may render to those under its 
instruction, to habituate them to looking not only patiently but methodi- 
cally on both sides, before adopting any conclusion upon controverted 
issues. By these suggestions, however, it need scarcely be said that 
the committee does not intend to imply that it is not the duty of an 
academic instructor to give to any students old enough to be in college 
a genuine intellectual awakening and to arouse in them a keen desire 
to reach personally verified conclusions upon all questions of general 
concernment to mankind, or of special significance for their own time. 
There is much truth in some remarks recently made in this connection 
by a college president: 

Certain professors have been refused reélection lately, apparently because 
they set their students to thinking in ways objectionable to the trustees. It 
would be well if more teachers were dismissed because they fail to stimulate 
thinking of any kind. We can afford to forgive a college professor what we 
regard as the occasional error of his doctrine, especially as we may be wrong, 
provided he is a contagious center of intellectual enthusiasm. It is better for 
students to think about heresies than not to think at all; better for them to 
climb new trails, and stumble over error if need be, than to ride forever in 
upholstered ease in the overcrowded highway. It is a primary duty of a teacher 
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\ssociation, that “it is neither possible nor desirable to deprive a 


college professor of the political rights vouchsafed to every citizen.”® 

It is, however, a question deserving of consideration by members of 
this Association, and by university officials, how far academic teachers, 
it least those dealing with political, economic, and social subjects, 
should be prominent in the management of our great party organiza- 
tions, or should be candidates for state or national offices of a dis- 
tinctly political character. It is manifestly desirable that such teachers 
have minds untrammeled by party loyalties, unexcited by party en- 
thusiasms, and unbiased by personal political ambitions; and that 
universities should remain uninvolved in party antagonisms. On the 
ther hand, it is equally manifest that the material available for the 
service of the State would be restricted in a highly undesirable way, 
f it were understood that no member of the academic profession should 
ever be called upon to assume the responsibilities of public office. This 
question may, in the committee’s opinion, suitably be made a topic for 
special discussion at some future meeting of this Association, in order 
that a practical policy, which shall do justice to the two partially 
conflicting considerations that bear upon the matter, may be agreed 


upon. 


It is, it will be seen, in no sense the contention of this committee 
that academic freedom implies that individual teachers should be ex 
empt from all restraints as to the matter or manner of their utterances, 
either within or without the university. Such restraints as are neces 
sary should in the main, your committee holds, be self-imposed, or 
enforced by the public opinion of the profession. But there may, 
indoubtedly, arise occasional cases in which the aberrations of indi 
viduals may require to be checked by definite disciplinary action. 
What this report chiefly maintains is that such action can not with 
safety be taken by bodies not composed of members of the academic 
profession. Lay governing boards are competent to judge concerning 
charges of habitual neglect of assigned duties, on the part of individual 
teachers, and concerning charges of grave moral delinquency. But in 
matters of opinion, and of the utterance of opinion, such boards can not 
intervene without destroying, to the extent of their intervention, the 
essential nature of a university—-without converting it from a place 
dedicated to openness of mind, in which the conclusions expressed are 
the tested conclusions of trained scholars, into a place barred against 


the access of new light, and precommitted to the opinions or preju- 
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make at this time any suggestion as to the manner of selection of such 
boards. 

B. Definition of Tenure of Office. In every institution there should 
be an unequivocal understanding as to the term of each appointment; 
and the tenure of professorships and associate professorships, and of all 
positions above the grade of instructor after ten years of service, 
should be permanent (subject to the provisions hereinafter given for 
removal upon charges). In those state universities which are legally 
incapable of making contracts for more than a limited period, the 
governing boards should announce their policy with respect to the 
presumption of reappointment in the several classes of position, and 
such announcements, though not legally enforceable, should be regarded 
as morally binding. No university teacher of any rank should, except 
in cases of grave moral delinquency, receive notice of dismissal or of 
refusal of reappointment, later than three months before the close of 
any academic year, and in the case of teachers above the grade of 
instructor, one year’s notice should be given. 

C. Formulation of Grounds for Dismissal. In every institution the 
grounds which will be regarded as justifying the dismissal of members 
of the faculty should be formulated with reasonable definiteness; and 
in the case of institutions which impose upon their faculties doctrinal 
standards of a sectarian or partisan character, these standards should 
be clearly defined and the body or individual having authority to inter- 
pret them, in case of controversy, should be designated. Your com- 
mittee does not think it best at this time to attempt to enumerate the 
legitimate grounds for dismissal, believing it to be preferable that indi- 
vidual institutions should take the initiative in this. 

D. Judicial Hearings Before Dismissal. Every university or col- 
lege teacher should be entitled, before dismissal® or demotion, to have 
the charges against him stated in writing in specific terms and to have 
a fair trial on those charges before a special or permanent judicial 
committee chosen by the faculty senate or council, or by the faculty at 
large. At such trial the teacher accused should have full opportunity to 
present evidence, and, if the charge is one of professional incompetency, 
a formal report upon his work should be first made in writing by the 
teachers of his own department and of cognate departments in the 
university, and, if the teacher concerned so desire, by a committee of 

*This does not refer to refusals of reappointment at the expiration of the 
terms of office of teachers below the rank of associate professor. All such 


questions of reappointment should, as above provided, be acted upon by a 
faculty committee, 


l 

S 

| | 


pos ils are 


the Asso 
me nded t 


1 governing 


KoFOID, 
IVEJOY, 


PADELFORI 


246 
his fell l y some con 
petent au 
The a 
ll 
I I 
( 
bi irda 
WARREN, 


